INDEPENDENT OFFICES 
APPROPRIATIONS, 1959 





HEARINGS 


BEFORE THE 


SUBCOMMITTEE OF THE 
COMMITTEE ON APPROPRIATIONS 
UNITED STATES SENATE 


EIGHTY-FIFTH CONGRESS 
SECOND SESSION 
ON 


H. R. 11574 


MAKING APPROPRIATIONS FOR SUNDRY INDEPENDENT 

EXECUTIVE BUREAUS, BOARDS, COMMISSIONS, CORPORA- 

TIONS, AGENCIES, AND OFFICES, FOR THE FISCAL YEAR 
ENDING JUNE 30, 1959, AND FOR OTHER PURPOSES 


Printed for the use of the Committee on Appropriations 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1958 








SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS 


WARREN G. MAGNUSON, Washington, Chairman 


LISTER HILL, Alabama EVERETT McKINLEY DIRKSEN, Illinois 

ALLEN J. ELLENDER, Louisiana LEVERETT SALTONSTALL, Massachusetts 

A. WILLIS ROBERTSON, Virginia KARL E. MUNDT, South Dakota 

RICHARD B. RUSSELL, Georgia CHARLES EE. POTTER, Michigan 

JOHN L. McCLELLAN, Arkansas MILTON R. YOUNG, North Dakota 

CARL HAYDEN, Arizona, STYLES BRIDGES, New Hampshire, 
Chairman Ex Officio Ex Officio 


EARL W. Cooper, Clerk to Subcommittee 
Tl 


vt: 





DEPOSITED BY THE 
UNITED STAVE EDENDENT OFFICES APPROPRIATIONS, 1959 


TUESDAY, APRIL 29, 1958 


Unitrep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in room 
G-16, the Capitol, Hon. Warren G. Magnuson, chairman of the 
subcommittee, presiding. 
Present: Senators Magnuson, Robertson, Potter, and Young. 


SELECTIVE SERVICE SYSTEM 


STATEMENTS OF LT. GEN. LEWIS B. HERSHEY, DIRECTOR; COL. 
WILLIAM S. ILIFF, JR., ASSISTANT TO THE DIRECTOR; AND 


COL. BERNARD T. FRANCK III, CHIEF LEGISLATIVE AND LIAISON 
OFFICER. 


BUDGET ESTIMATE 


Senator MaGnuson. The committee will come to order. General, 
it is good to hear from you this morning. Several of the other members 
of the committee will be along shortly, but we have so much to do we 
might as well get started. 

For the purpose of the record, General, your appropriation for 
selective service for 1958 was $27 million. Your budget estimate for 
1959 was $28 million and recommended in the House bill was 
$27,500,000. They split the difference with you and gave you 
$500,000 over the 1958 appropriation and then added some language 
on local boards. 

General Hersuey. Yes, sir. 

Senator Maanuson. Now we will put in the record your letter 
sent to this committee on March 27, 1958, and your justification 
summaries. 

(The information referred to follows: ) 


NATIONAL HEADQUARTERS, SELECTIVE SERVICE SysTEM, 
Washington, D. C., March 27, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill, 1959, Committee on Appropriations, United States Senate. 

Dear Mr. CuarrRMan: I have your letter of March 21, 1958, in which you 
request that I advise your committee whether any changes are required in the 
public interest in the independent offices appropriation bill for 1959, as passed 
by the House (H. R. 11574), and whether I desire a hearing. 

I am indicating below, by page and line of the bill as passed by the House, 
the changes which, in my opinion, are essential to permit this agency to carry 
out the responsibilities and functions placed upon it by law: 

On page 23, line 1, change ‘‘$27,500,000"’ to read ‘‘$28,000,000.”’ 

On page 23, lines 1, 2, and 3, delete “That of the foregoing amount $20,196,000 
shall be available for registration, classification, and induction activities of local 
boards: Provided further,’’. 

As I deem these changes to be of such critical public interest, I request that 
I be given an opportunity to appear before your committee to support them. 

Sincerely yours, 
Lewis B. Hersuey, Director. 
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r r ? fT ¥ , 4 rl se* 
JUSTIFICATIONS—FIscAL YEAR 1959 


GENERAL STATEMENT 


There is presented herewith justification for the request of $28 million with 
which to operate the Selective Service System, the National Advisory Committee 
on the selection of physicians, dentists, and allied specialists, and the National 
Selective Service Appeal Board during the fiscal year 1959. 

The Selective Service System is organized to carry out the primary functions 
of registration, classification, selection, and presentation for induction in the 
Armed Forces of the men necessary for maintenance of those forces at the deter- 
mined strength. It also determines the availability of men for a selective call-up 
from the Standby Reserve. The collateral functions of administration, planning, 
training, and records management are also performed by this agency. 

The use by the Selective Service System of the services of over 42,000 uncom- 
pensated officials is unique in government. These patriotic citizens give the 
strength to the Selective Service System. 

The part taken by these uncompensated citizens not only saves the Federal 
Treasury a large expense but the type of service is the kind that could not be 
secured nor receive popular public acceptance from compensated employees. 

The Selective Service System, which is decentralized, is organized on a pyram- 
idal structure, the broad base of which is the loeal and appeal board structure 
where the contact is maintained with the over 19,500,000 registrants by the un- 
compensated members of the System and the local and appeal board clerks who 
staff the 3,986 local boards and the 93 appeal boards. The next largest yroup is 
composed of the 56 State headquarters; the relatively small group which com- 
prises the national headquarters is the apex. 

The strength of the Selective Service System lies in the fact that classification 
is the responsibility of those uncompensated civilians living in the communities 
with the registrants. They have no pecuniary interest in their position but per- 
form their tasks as a patriotic service. 

The size_of the calls or the number of inductions in any given period directly 
affects only one cost factor, namely, selectee travel. The inductions for fiscal 
year 1957 were approximately 180,000. It is estimated that there will be 130,000 
in fiscal year 1958 and the estimate for fiscal year 1959 is 140,000. The request 
for selectee travel funds is based upon this figure. 

Executive Orders No. 10166 and 10185 created the National Advisory Com- 
mittee on the selection of physicians, dentists and allied specialists. Pursuant to 
these orders, the Selective Service System is required to furnish funds for its opera- 
tion and provision is included herein. 

Executive Order, No. 9988 created the National Selective Service Appeal Board. 
The Selective Service System is required to pay the members of the board and 
“to furnish suitable office space and other necessary facilities and services’’. 
This requires the System to increase its personnel in national headquarters to 
the extent necessary to meet this requirement. This budget includes a request 
for funds to accomplish this purpose. 


Summary of objective classification 


poeta : 7. 





| 
1957 actual | 1958esti- | 1959 esti- 
mated mated 
: | 
01 Personal services_____....-..-- a ------| $23, 611, 482 oe $22, 213, 500 
02 Travel: 
Administrative travel 710, 416 | 562, 618 725, 500 
Selectee travel_- Seb Seek kad st bee etieeies | 1, 958, 397 | 1, 741, 500 | 1, 740, 000 
03 Transportation of things ebiandidanaenmana 86, 485 49, 600 79, 200 
04 Communication services: | | 
Penalty mail | 458, 586 452, 930 | 458, 600 
Other : f | 560, 378 521, 700 | 568, 200 
05 Rents and utility services 85, 278 87, 600 89, 000 
06 Printing and reproduction aaicid 179, 349 | 111, 390 | 145, 000 
07 Other contractual services : ; ‘i 278, 818 | 211, 485 | 275, 150 
08 Supplies and materials__- he 292, 942 | 167, 420 302, 450 
09 Equipment - . . b | 296, 372 | 4, 450 | 224, 400 
11 Grants, subsidies, and contributions __ oat ibateeaieaondammioaee teat oe I 1, 049, 830 | 1, 126, 200 
15 Taxes and assessments... -__-- . gensangire 64, 110 53, 187 | 52, 800 
TR d theectenauneehnas _— wqragedteleane 28, 582, 613 27, 000, 000 | 28, 000, 000 





IMA Qo 2ITATS GITIKY 


INDEPENDENT OFFICES APPROPRIATIONS, 1959 3 


SALARIES AND EXPENSES 


Program and financing 





1957 actual 1958 estimate | 1959 estimate 








Program by activities: 
1. National administration, planning, training, and 
records management 





$1, 773, 817 $1, 692, 300 $1, 713, 000 


2. State administration, planning, training, and records 

SEINE chtintt nce ca Lekanctaciehcakaié los akeiaie | 5,940,968 | 5, 806, 000 6, 000, 000 
3. Registration, classification, and induction._....._..._.- 20, 674, 714 19, 410, 000 20, 196, 000 
4. Special boards: 


(a) National Advisory Committee on the selec- 
tion of doctors, dentists, and allied special- | 


ists...... a> onli h ci ee aks nee oOo | 137, 508 | 19, 700 19, 000 
(6) National Selective Service Appeal Board -__-- 55, 606 72, 000 | 72, 000 





Total obligations 28, 582, 613 27, 000, 000 28, 000, 000 


Financing: 
Advances and reimbursements from non-Federal sources | 
(5 U. S. C. 61 (b)) (40 U. S.C. 481 (e)) 





29, 050, 000 27, 000, 000 28, 000, 000 


Total new obligational authority consists of: Appropriation_..| 29, 050, 000 27, 000, 000 28, 000, 000 


Total new obligational authority___- 





PROGRAM AND PERFORMANCE 


The primary purpose of the Selective Service System is effective manpower 
utilization through classification under the Universal Military Training and Serv- 
ice Act. The System is responsible for supplying men to keep the Armed Forces 
at their authorized strength and to the extent that their needs are not met by 
voluntary enlistment. It will be required to supply an estimated 140,000 men for 


this purpose in 1959 as compared to approximately 130,000 in 1958 and 180,000 
in 1957. 


1. National administration, planning, training, and records management 


The overall administration of the act including planning, training, and records 
management is accomplished by the national headquarters and six regional field 
offices. 


2. State administration 


Administration of the act within the several States is the responsibility of the 


56 State headquarters operating under the policies determined by national head- 
quarters. 


3. Registration, classification and induction 


These functions affecting more than 19 million registrants are accomplished by 
the over 42,000 uncompensated citizens assisted by about 6,000 clerks at over 
4,000 boards. These citizens determine who shall be deferred and for how long 
in the national interest in agriculture, industry, or other pursuits. They also 
determine the availability for military service of members of the Standby Reserve. 


4. Special boards 


(a) National Advisory Committee on the selection of physicians, dentists, and allied 
specialists.—This committee acts in an advisory capacity to the Selective Service 
System in selecting physicians, dentists, and allied specialists for military service. 
It is separately administered, but funds are furnished by the Selective Service 
System from its appropriation. 

(b) National Selective Service Appeal Board.—This board acts on the classifica- 
tion of registrants which have been appealed to the President. It is under sepa- 
rate administration but the Selective Service System furnishes services and facili- 
ties and provides payment of compensation to the board members. 


RESTORATION AND LANGUAGE CHANGE REQUESTED 


Senator MaGnuson. Are you asking for restoration of the $500,000? 
General Hersuey. Yes, sir; and also for change in the language. 
Senator Macnuson. In the language? 
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General Hersuey. Yes, sir; both. 

Senator Magnuson. Well, tell us about the $500,000. 

General Hersuey. Mr. Chairman, if I might, I would like to make 
a very brief statement, first, on the general subject of what we do. 

Senator Macnuson. All right. 


TYPE OF WORK PERFORMED 


General Hersuey. We find ourselves probably as having failed to 
keep the public, the Congress, and the agencies with which we deal, 
aware of how much we have to do besides what seems apparent. 
People read in the newspapers that the call is 10,000, that we call 
10,000 or 15,000 or 6,000, and think of the Selective Service System 
as an agency that has nothing to do except when they get a call. 

I would like to spend just a little time this morning pointing out 
that only about 15 percent of our time is involved in this call, and 
that we do have a great many other duties that are not apparent. 
That is what is getting us in a very serious situation. 

In the first place we bave to register the same number of people 
every year, whether we induct anybody or not, which is a rising number. 

It was as low as 1 million when the birthrate of the thirties was 
governing and as we get into the birthrate of the forties the 18-year- 
olds, it is rising and will go up to eventually 2 million boys per year. 
It is now around 1,200,000 or 1,300,000. They all have to be registered 
and it takes just as long to register them whether they are inducted or 
not; they have to bec ‘lassifie .d, and after that they have to be processed. 

Now we have produced people for the Armed Forces in two general 
ways; first, by direct method, that is, by induction. While I can’t 
prove to you what we do in the recruiting field, I can cite the fact that 
every time since World War II that we “have stopped inducting, our 
recruiting has fallen. We believe that the induction of 1 man has 
something to do with the enlistment, at the present time, of 4 or 5 
people; therefore, our activities in the registration and classification 
and the ordering for induction and the ordering for physical exami- 
nation is a factor in the enlistment of people in the Armed Forces. 

Now that is not only true of the regular forces, but it is true of 
the Reserves, that is, the Ready Reserves—the National Guard and 
the other Ready Reserves. I cite the experience last spring when 
we changed the rules on letting people enlist in the Reserves after 
age 18%. Between then and the time they stopped enlisting, because 
they didn’t have sufficient funds, about 200,000 of our registrants 
enlisted. Now, obviously, we didn’t enlist each one of those into 
the service but we are a factor in that recruiting program. 

The next thing I want to point out is this: We have to keep track 
of every man that goes into the Ready Reserves, who is under age 
because, if he does not perform satisfactorily, we have to do this—— 

Senator MaGnuson. Is that whether he is on your list or not? 

General Hersuery. It does not make a particle of difference. He 
enlists in the National Guard and he has an obligation to serve. 

Senator MaGnuson. But he could be on your list, too, could he 
not? 

General Hersury. Well, we have to keep track of him, because at 
any time that he fails to attend drill, they report him to us and we 
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have to induct him and process him as a punishment—or whatever 
you want to call it, because he didn’t remain satisfactory. 

Therefore, we have several hundred thousand of those to Worry 
about. 


STANDBY RESERVES 


Then the next thing is the Standby Reserves. The Congress in 
1955, for the first time, I think, in American history—and I am not 
familiar with any other country that has this law—first of all they 
said what is very common: ‘‘You shall not call the Standby Reserves 
in an emergency until Congress specifically authorizes it.” 

But they went one step further, and that is where we come in. 
They said, ‘‘No individual shall be mobilized until he is declared 
available by the Director of Selective Service.” 

At the present time we have over 1 million Standby Reserves that 
I am personally responsible for tomorrow, if we should have an 
emergency, and each of the Armed Forces would demand men, either 
by numbers, by capacities, that is, by technical training, and we would 
be expected to either produce them or tell them who they could not 
have. 

One of the things that we are very sharply curtailed in is that we 
do not have the people necessary to try to keep these processed, 
because they are much more difficult to process than the average 
registrant. The average registrant that has not served—if he does 
not report to you, you can induct him; so he reports and keeps you 
informed of where he is and what he is doing. There is nothing you 
can do about a standby reservist; and; therefore; one of our problems, 
and what we spend thousands of hours doing, is trying to find out 
where they are, whether they are becoming people with multiple 
dependents, whether they are progressing in “skills or in sciences or 
in responsibilities, which would put them in the position that they 
should not be made available immediately upon an emergency. 

Senator MaGnuson. Now you keep those people as to numbers— 
why? Secondly, you try to keep them as to classification? 

General Hershey. We classify them in four classifications. In 
fact, we have the responsibility of that 1 million the same as we have 
on the other 20 million. 


CLASSIFICATION CATEGORIES 


Senator Maagnuson. What are the four classifications? 

General Hersuey. The first is 1-R. That is “Available.” The 
second is 2-R, “Not available,” because of scientific skills or some 
occupational reason. 

The third is 3—-R, the individuals that are not available because of 
dependents; and the last is 4-R, the people who are not fit—just not 
available, about the same as your 4-F. 

Now the next thing we have is a little more difficult to explain and 
harder to measure. That is the question of what I call professional. 
I am sure that I am imposing upon you when I attempt to tell you 
about this, because you know more about it than about 100 percent 
of the people, but a lot of people do not understand that we have 
been a factor, for at least the last 8 years, in furnishing incentives 
for individuals to become physicians, dentists, scientists, engineers, 
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and now, particularly in the last 7 or 8 months, we have been going 
into the teacher business very strongly, since sputnik time, and the 
recentering of attention on our school systems. So we have the prob- 
lem of trying to furnish incentives for people to go to school to become 
these things I have named, and then, after they get out, to try to 
furnish the incentive to keep them doing the things that they have 
been trained for. 

This is very difficult with calls as low as they are, and yet the 
tendency in this country is toward an attempt to try to channel 
people into all the places where they are needed with a minimum of 
compulsion, that is, to try to channel them first by providing defer- 
ments, where you want them, and try to discourage them from where 
you do not want them. There is quite an amount of time involved in 
that. I know you are quite familiar, Mr. Chairman, with the scien- 
tific committees we have in every State in the Union and nationally, 
and the attempt that we are making to try to insure a flow of students 
into the technical services and into the professions that are in short 
supply, and then to try to protect them, if you want to use the word 
“protect,” from induction, if they will stay at the place where they are 
needed. 

That sort of thing takes far more time than it does to produce a few 
individuals. 

SYSTEM OPERATION 


Now there is one more factor and I am through. We feel very 
deeply that we are living in a very rapidly changing world, and that to 
attempt to forecast the circumstances under which we might be com- 
pelled to operate is very difficult, and it means that we must be pre- 
pared to operate under any sort of circumstances, and that the system 
must be so organized that no matter how much of a segment remains 
after other segments may either be destroyed or disconnected, it must 
have the characteristics of the system, and operate as a system would 
operate if it had been all together. 

Now our job is very simple, count them, sort them, produce them. 
We are trying, on our local board level, to get over the idea that no 
matter what happens, and even if our present laws should be amended 
by the law of survival, that they would do whatever had to be done, 
until such time as we would have more formal authority for our 
operations. 

Now I have a very short part of a letter that came from one of our 
States, that I think is fairly indicative of our situation. I would like 
to read it. 


The increase in our workload, without an increase in employees is, in some 
instances, reaching the breaking point. In January of 1949 there were employed 
in this State 147 paid employees, all of whom were full-time employees with the 
exception of 1. f this number, 119 were employed in local boards. In January 
1949, there were 202,040 registrants. In March of 1958 there were 150 paid em- 
ployees, 127 of whom are employed by local and appeal boards. Of these 127 
employees, 68 percent are employed less than 40 hours per week. 

On March 1, 1958, there were 455,582— 


you will note that figure in comparison with 202,000 in 1949, more 
than double— 


regular registrants, 22,702 standby reservists, 1,849 physicians and dentists who 
require special processing. We realize that without sufficient money being 
appropriated nothing can be done to alleviate this condition. We do, however, 








wine 
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believe it to be one of the greatest problems confronting the operation of selective 
service in the State. 

Senator Macnuson. That must be one of the larger States. 

General Hersnry. No; it happens to be Tennessee. Well, about 
a middle-size State. 

Of course, he noted there that 68 percent of his people were not 
working full time. It would be 1 day at week, 6 or 7 hours. The 
thing that bothers us about that is not only our people are trying to 
hold people in jobs on a part-time basis, and not lose all of their skills, 
but they have to have just as much skill for 1 day a week as they 
would if they worked all week. 

Senator Magnuson. How do you pay the part-time people, by the 
day or hour? 

Colonel Iuirr. By the amount of time they work, the percentage of 
40 hours. 

Senator Maanuson. The percentage of the 40 hours, which would 
be a percentage of the anaealll salary? 

Colonel IuirF. Yes, sir. 

Senator Maanuson. Rather than a per diem? 

General Hersuey. No. They are paid at the same rate they 
were paid when they worked full time, but only for the time they work. 


SERVICE TO THE PUBLIC 


Now it is not only the problem of trying to hold skilled people, but 
we have the problem that we are not servicing the public. 

Now I had a letter yesterday from one of the States, sort of com- 
plaining that people—and this happened to be up in the New England 
area where it is a rather short distance to come over the State line— 
and they are coming over the State line and putting an undue load of 
registrations on a local board that was staying open every day in the 
week, because back at home they were only open a couple of days a 
week, and therefore, one of the embarrassing things was if a boy 
should reach 18 on Friday, and the board was not open until about 
the next Wednesday, in theory, there would be a violation—perhaps, 
not that anybody was going to do anything about it—but, I mean, 
we are not furnishing the service we ought to. 

Senator Macnuson. While on that point, you remember either last 
year or the year before we talked a little bit about consolidation. 

General Hersuey. Yes, sir. 


CONSOLIDATION PROGRAM 


Senator Macnuson. How are you coming along with that program? 

General Hersuey. Of course, the consolidation business we are not 
doing much about. I lived through that one once. I consolidated 
before Korea, and what you do is get yourself into an economic situa- 
tion, then get caught with an emergency and the very thing you are 
set up for, then of course, you have to, as we had to in 1950, we had 
to go out, and the Congress fortunately took care of us, but we had 
to hire people without authority, to establish all of these boards. 

I would say that I had a very heart-warming experience in Penn- 
sylvania. Last Saturday I saw a great many people who are reserve 
board members. Of course, they have no authority, nothing except 
a paper which says “If you should ever be needed you are available,” 
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but some 300 or 400 more boards would have to be established 
in that State even though we are in what we consider now an opera- 
tional situation. I think it is very bad policy when part of our busi- 
ness is to be ready for an emergency, that is, to allow something 
before an emergency, to get you entirely out of a situation, so that 
when an emergency comes you can’t meet it. 

Senator Magnuson. Of course, they could be deactivated, these 
different boards, where they didn’t have much work to do, except 
that they would still be there, ready to go, if needed. 

General Hersuey. That is, of course, what happens with a girl that 
works one day a week. We are pretty much deactivated, but the 
first problem is trying to hold her, because she either has to find some- 
thing else to do or be a housewife, or be loyal. But it is the only way 
we save money, because, as you see, a great percentage of our money is 
for our local ‘boards, with this business of coming up here begging, 
is to give us a little more flexibility, because in the planning, our 
money is so tied up, even though we only lost $500,000, and I don’t 
want to say ‘“‘only’”’ because with us it is quite a lot of money—but we 
not only lost it, but we lost it in a vital place. 

Senator Magnuson. Actually, you are handling in the draft 
proper, the registration, about 1.3 or 1.4 million, give or take, I 
would say? 

General Hersuey. That is right; each year, the new ones. 

Senator Macnuson. Each year? Then you are handling about 
1,000,000-—— 

General Hersuey. In the standby Reserves. 

Senator MaGcnuson. Standby Reserves. 


TOTAL REGISTRATION 


General Hersney. And approximately 20 million that are regis- 
trants. 

Senator Macnuson. Yes, altogether, to keep those records up to 
date. 

General Hersuey. Right. One of the reasons we have to worry 
about that is, any man that is deferred before he is 26 retains his 
liability until he is 35. So, you see, we just do not get rid of people 
when they get to be 26. 

Senator Macnuson. Actually, you are running these people through 
and keeping their records up. But leaving out the ones you have to 
keep track of, the 20 million, that would be about $10 apiece per year? 

General Hersuery. One of our boys figures it out to about 16 cents. 

Senator Macnuson. The whole bus:ness? 

General Hersuey. Yes, sir. 

Senator Macnuson. I am talking just for the year, the active 
group for the year. 

General Hersuey. Yes. 

Senator Maaenuson. That is for the new process? 


REJECTION RATE 


General Hersnrey. Yes. Well, you see, with their physical ex- 
aminations and everything. I have not made any great point of that, 
but our rejection rate has not only gone up, but the Armed Forces are 
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discharging people now who are not competent, in 2 weeks or 1 week, 
which means processing more people; and of course, we pay the trans- 
portation of the man from his home to the induction station for his 
reinduction physical examination, which is required by law. Then 

he comes home, and then when we send him back, we have to pay 
that, so we get three trips on the average man, and the ones they re- 
ject at induction of course we get a one-way trip and get nothing for it. 

Senator Magnuson. Whenever you take a person you have to find 
out just about as much about him and do about as much with him to 
keep track of him as an insurance company does on a life insurance 
policy. I heard from the president of a company the other day that 
it runs them about $32 a person to do that. 

General HersHey. Well, of course, one of the things is they do not 
have 40,000 people who will work for nothing. 

Senator Magnuson. That would cost them about $32. 

General Hersuey. One of the problems—I mean, if I get so that 
I do not pay any clerks, then my unpaid people begin to say ‘‘You 
not only ask me to work for nothing, but you do not think enough of 
what I am doing that you will even hire a clerk to help me.” 

Senator Maanuson. Yes. 

General Hersuery. I have one more thing that I want to read, 
and it is very short, but it ties into what we are asking for. 


HOUSE ACTION 


The appropriation bill, as passed by the House, cuts the Selective 
Service request by $500,000, and furthermore, freezes for use by local 
and appeals boards, over 73 percent of the total amount approved. 

In presenting the request, no allowance was made for this freeze. 
This will remove flexibility which will mean that in 57 different 
places—because, you see, I have 56 suboffices and the national head- 
quarters—in 57 different places, reserves have to be set up in separate 
projects. This will not permit the maximum utilization of funds 
available. 

Certain things are required by statute, such as the payment from 
agency appropriated funds, of lump sum leave. Therefore, reserves 
must be set up within each fund or project when funds are frozen 
and not interchangeable. 

The end result is that a portion of the money so appropriated can- 
not be safely obligated. In other words, when the number of cash 
registers is doubled with no interchange, it takes more change for 
cash registers. 

The additional $500,000 for 1959 over the amount appropriated 
this year does add to funds available for local and appeals boards. 
This is very necessary. However, by the freeze, it moves from State 
and National headquarters $286,000 which was available this year, 
and the small appropriation this year required a very serious cut in 
personnel, and, consequently, service. 

I lost 14 executive positions. Headquarters has about 70 to start 
with. I am convinced it is necessary in the public interest to restore 
the $50,000 cut by the House and to remove the restriction of the 
use of over 73 percent of the funds by eliminating the restrictive 
language to freeze $20,196,000 for local and appeals boards use only. 
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ESTIMATED DRAFT 


Senator Macnuson. What is the draft this year? What is your 
estimate? 

General Hersury. That is, for this present, or the next one? 

Senator Maenuson. Do you run from January 1? 

General Hersuey. Fiscal. 

Senator Macnuson. You run for the fiscal year? 

General Hrersuey. That is right. 

Colonel Inirr. This fiscal year it is estimated we will furnish 
130,000. The estimate for fiscal 1959, upon which this request is 
based, is for 140,000. 

Senator Macnuson. So the draft—that is, the actual people that 
are going to be drafted—runs about the same, just a little bit different? 

Colonel IuirFr. Yes, sir. 

Senator Macnuson. It is not too much out of line. 

General Hersuey. If the present rate of rejection should keep on, 
we might have to process 10, 15, or 20 percent more people to get the 
same number of people. 

Senator Maanuson. That is, to get the same amount of people. 

General Hersuery. Well, you see, you send up 100 and they keep 
60 of them, then it costs you so much, but if you send up 100 and then 
only keep 20, then you have to send up some more. 

Senator Porter. What is the reason for that? 

General Hersuey. Well, that of course gets into a bill that is 
pending in the Senate. 

Remember, when you are using an indirect method of getting men, 
and if it happens that one service, the Army, is doing all of the ac- 
ceptance of indirection, and if it happens that the basis for recruiting 
should be an AFQT score of 31 for enlistment, and if the Army had to 
take men down to 10 AFQT score on induction, it is a sort of wise 
thing for the outfits that are going on recruiting alone to not take 
individuals anywheres near the 10, and it happens that they have 
regulations within the Armed Forces compelling each service to have 
so many below 30; but if you choose the men between 25 and 30, you 
leave in our pool all of the people down between 10 and 20 or 25. 
Now, the Armed Forces came up with a bit of legislation last spring 
trying to give the President the power to set the AFQT score for 
induction the same as they do for recruiting, but as yet it is not 
legislation. 

So, what the Armed Forces are attempting to do is not only reject 
by saying “We will apply the rules rigidly,” which makes quite a 
difference, but the next thing is ‘‘We will discharge, under the power 
to discharge, unsatisfactory people; we will discharge these fellows 
that we think we are compelled to accept,’ which is a rather awkward 
way to go at it, but it affects us, because if they let out 8,000 or 10,000 
that they normally would have kept, obviously they have to be 
replaced. 

TRANSPORTATION OF INDUCTEES 


The replacing is what costs us, because transportation is one of 
our very big items; transportation of inductees is a big thing and you 
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have to transport the 4—F’s to find out if they are 4—F’s, just like you 
have to do to find out if they can be inducted. 

Senator Maanuson. This is a little bit off the subject, but we do 
have this matter up before us. Do you transport them at the regular 
military rate? 

General Hersuey. Well we have had contracts ever since 1940. 

Senator Macnuson. Is that at the same rate as the military rate? 

General Hersury. No; I think our rate is a little more favorable. 

Colonel Iurrr. A lot of it is done by chartered bus, and it is a deal 
that is made with the local bus company. 

Senator Macnuson. That is what we call group transportation? 

Colonel Iuirr. Yes, sir. 

General Hersuey. I think we have had favorable contracts during 
the past years. 

CHOICE OF ENLISTMENT 


Senator Macnuson. Let me ask this, because it is never too clear: 
When a boy registers and he is called up as one of the 100 that you 
call in, we will say, does he still have a choice to enlist before or after 
he is called up? 

General Hersney. Well, when we call him up, you see, it does not 
come quite as suddenly as that. The first thing is, he has to register 
at 18. At the present time it is 4 years before we begin to get 
near him, unless he volunteers for induction; but, as we get near him, 
the first thing he hears is he gets ordered for preinduction physical. 
He might even be hopeful then, because, if he fails, he has no problem 
with us. If he does not fail, then he is on notice that if he is going 
to get into ROTC, National Guard, the Reserves, Army, Navy, Air 
Force. Marine Corps, Coast Guard, or go to medical school, engineer- 
ing school, or go to a lot of places, and it is about time he ought to 
start. 

Senator Magnuson. When do you blow the whistle on him? 

General Hersury. When we extend or send the order for induction. 
However, at the present time we have done a lot of reopening for 
teachers, during the last several months, because since last fall we 
have been in the teacher business, rather strongly; and it is just amaz- 
ing how little they tell a local board until they get their order for 
induction. I cannot explain it. 

We have had men that get an order for induction and then come in 
and say that they have two children. We did not even know the per- 
son was married, but he just neglected to tell the board. 

Now, normally, and under the law, we have taken them, but it has 
become such a burden to the Armed Forces to pay the allowances. 

Senator Magnuson. Then you actually have flexibility with these 
fellows until the time they are sworn in; is that right? 

General Hersuey. That is right. We have tried to protect the 
local boards by giving them, when they do something final, such as 
ordering a man for induction, in theory, unless something happens 
not under the man’s control, but we, on a State or National level, 
have always made adjustments, and during the last 6 or 8 months in 
the teacher business and in the scientific business we are going pretty 
far. There isn’t much of a limit to our power up to the time he is 
sworn in, and then he is no longer ours. 








12 INDEPENDENT OFFICES APPROPRIATIONS, 1959 


LANGUAGE LIMITATION 


Senator Macnuson. Now, let’s go to this language on page 23 of 
the bill. 

The House put this language in the bill: 

That of the foregoing amount, $20,196,000 shall be available for registration, 
classification, and induction activities of local boards. 

That limits the amount you can spend of the appropriation, or the 
interchange of funds or the flexibility of funds. How did they arrive 
at the $20,196,000 figure? 

General Hersuey. Well, I am going to make a very short statement. 

Senator Magnuson. Was it pulled out of the air? 

General Hersuery. Let me say just one thing in general, and then 
Colonel Lliff, you get ready. 

It has been there 3 or 4 years. Before that time we never had re- 
strictive language, but it was put in 3 or 4 years ago and, like things 
that do get in, we didn’t get it out, although we have come down here 
each time and are still stuck with it. 

Now will you tell them how they got the $20 million figure? 

Colonel Iuirr. That was the amount specifically asked for, for local 
boards, under a $28 million request. 

Senator Maacnuson. Well, you had broken that down yourselves? 

Colonel It1rr. The $28 million down; yes, sir. 

Senator Macnuson. You had taken the $28 million and had broken 
it down. You estimated that this is what you would be spending 
at the local board level? 

Colonel Iuirr. Yes. 

Senator Maanuson. So they accepted that figure from you people, 
literally, and froze it. 

Colonel Iuirr. They cut $500,000 off of the rest of it. 

General Hersney. They gave us everything we asked for of the 
$20 million and then mere ly cut as $500,000 of our estimate in the 
place where we had the least money. They took it all out there. 

One of the embarrassing things we get into, take vour own State, 
if we lost two people that had worked for us a long time among our 





Senator Porrer. We hear about it. 

General Hersuny. Well, if they retired, the State would not have 
the money to pay that retirement money. They just do not have 
it. If we spread enough resources around to cover the lump-sum 
leave of people that might retire, we would not have any money 
either. 

Now that is the problem we have, and one of our problems is to 
try to scare money up in the system to let somebody retire. We 
could keep pe ople from now on to the end of this year, but if they 
quit on us that is where we get into trouble, because quite a few of 
them have a large sum of money coming. 

Senator Macnuson. What happened there was, under your esti- 
mate, you estimated, within flexibility, that you would have $7,814,000 
and not only was your $20 million frozen, but you ended up with 
only $7.3 million, so you had that situation. 

General Hersuey. It is just like the situation where I would have 
most of my money in one pocket but I had my ticket home in another 
pocket, and somebody took my ticket. They might have said, “Why 
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are you making so much fuss?” But just now they took the thing 
that I needed very badly, and even though I had some money, all of 
the offices were closed and I could not get home. 


LANGUAGE DELETION REQUESTED 


Senator Magnuson. You suggest that that language should come 
out completely? 

General Hersuey. Yes, sir. 

Senator Maanuson. Now I know exactly what the House is going 
to say: “We want some freezing here of what is going to be spent 
at the local boards.” 

General Hersey. Yes, sir. 

Senator Magnuson. And this is the figure that you are bringing 
up yourselves, $20,196,000. 

General Hersuey. Yes, but we brought up $7,900,000, too, on the 
other one. 

Senator Magnuson. What would happen to you if we added the 
$500,000 and left the freeze on? You would live a little better? 

General Hersury. Well, yes; not only that, but if you give us the 
$500,000, that is what we asked for in the first place. Of course, 
we had 15 years that we got along without freezes, and we did not 
think that we violated our trust. 

Senator Magnuson. Of course, I think you should have some 
flexibility in that because, personally—and I can’t speak for the 
committee—but it is pretty hard to estimate right down to the dollar 
just what your local boards are going to cost you this coming year. 
However, give or take a little, you might. 

General Hersuey. If we were operating just 1 headquarters, Mr. 
Chairman, it would be all right; but we are operating 57, and I am 
in favor of operating 57, because one of the strengths of our system 
in an emergency is the fact that each one of these 57—and we hope 
each one of these 4,000 boards—can operate, even if they have no 
directions or supervision from anybody. 

We would like to think that if the local commander of the National 
Guard went to a local board in an emergency with his communications 
cut off and said, “I want 50 men,” the board would give the 50 men 
to him. If any segment of our organization remains, we want that 
segment to have the characteristics that are present when they are all 
here. I cannot see anything else. If we do not do that, then I 
think we have failed. 


On the other hand, it does mean we have to parcel out the money 
into 57 different pots. 


QUESTION OF FUNDS RESTORATION OR LANGUAGE DELETION 


Senator Porrrer. I think what the chairman was anxious to know 
was with relation to the question of what you would like to have, if 
we have to consider it in conference—the restoration of the money 
or to knock off the language? 

General HersHry. Well, if you gave us our money, in thecry, we 
ought to be satisfied; but, practically, as a matter of principle—and 
I am not belittling $500,000, because it is a lot of money; but, on the 
other hand, I have to stick to principle first—if something should come 
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up that we have to ae an undue amount of money in a particular 
State because of a disaster, there is nothing I can do about it. I 
would be perfectly helpless; so I have to say that first the principle 
of having what you have so you can use it, which would mean to 
remove the language. 

Senator Portrer. That language was put in 3 or 4 or 5 years ago. 
What was the reason for it? 

Senator Maanuson. The reason was mainly to keep everybody 
from building up too much of a thing in Washington, D. C., and 
spreading it out. That was the basic reason. Then there were some 
other reasons. 

As I remember, we had some trouble, with some of the boards saying 
“We don’t have enough money to operate,” and there were other 
complaints, I think, going around. 

General Hersuey. I am perfectly willing for this to go on the 
record. I do want to point up—and I think it is fairly indicative— 
that I have always been very zealous in trying to operate as I thought 
the Congress prescribed. 

One time during the war we started to send some conscientious 
objectors out to China to carry out a project that the Surgeon General 
of the United States Army set up. Over in the House they decided 
they wanted no conscientious objectors representing the United 
States outside of the United States during wartime, and they put a 
rider on the War Department appropriation bill to stop it. 

That, of course, had nothing to do with it because that money was 
not War Department money. 

I took those men off the boat in Capetown and brought them back, 
and I caught the ‘old Harry” from certain sources that I will not 
name, but they were not congressional, because of the fact that the 
Congress had indicated to me what they wanted done. They did 
not do it the right way, but just the same that is what they wanted 
done, and that 1s what they got done. 

I am not going to say anything more about it, but I have been 
around here quite a while in Congress. I try to carry out the things 
that Congress wants carried out and I am not trying to get hold of 
money by that means, but I am handicapped and I am not servicing 
the things I ought to, and I would be very frightened tomorrow morn- 
ing if we had to start mobilizing the Standby Reserves. I am not 
where I ought to be on it. But I have to just about make my calls 
first. It is just like if 1 were downstairs doing laundry and the 
telephone would ring and I would answer it and somebody would 
say, ‘Is this number so and so?” and I say, “No, it is the wrong 
number,” but still I had to go up to answer it. Now I have to rush 
to take care of the calls first, even though in the long run the Standby 
Reserves might. be more important, if we should have a war. But we 
just do the current things first and I am not in good condition on the 
Standby Reserves. 

PERCENTAGE OF REJECTIONS 


Senator Maanuson. General, we have always asked every year 
what is the percentage of rejections. Are they going up or down? 

General Hersuery. Well, we have had both things happen. During 
the latter 3 or 4 months of the year they went up very materially. 
We got about 50 percent. They have slacked off a little. They are 
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back in the forties now. I want to reiterate that that is not exactly 
across the board, because the fellow who enlists in the Regular Forces 
is not in there, but the fellow who was rejected is. The man who 
enlisted in the National Guard and who can pass the examination, he 
is not in there. The man who was rejected is. The same thing with 
the Reserves, and the same thing with the man who tries to go into 
the ROTC, if he gets in, he is not in my pool. If he does not get in, 
he isin my pool. So my pool is not indicative, but it is what I have, 
and when 50 percent of them cannot pass, or almost 50 percent are 
lost, it is frightening, and I cannot help but say every time I get a 
chance, that I do not believe the public understands the critical 
things in manpower. 


TOTAL VETERAN POPULATION 


In the United States at the present time there are 22 million veter- 
ans. They think it is wonderful to have so many people that have 
been trained: 14 million of them are over 36 years of age; 6 million 
or 7 million more of them are over 26 years of age, and you have 
3,500,000 either in the service or out, who ever had any training, 
below 26, and you have 5,300,000 below 26 who never had any training, 
and those are the fighting ages, and that is the thing that frightens me. 
In that group below 26, 2,700,000 or 2,800,000 have been turned down, 
and while they are usable, perhaps, two-thirds of them are going to 
have to be used in an emergency. Yet, psychologically, the people 
who turned them down have built up a feeling, “We cannot use that 
sort of person,’’ and, psychologically, the person that has been turned 
down says, ‘‘Do not ask me to do anything; I am not well.’’ That is 
the curse of it. We are getting 2 or 3 millions of our citizens who 
think, ‘Well, I would not be able to do that; they told me so.” 
That is frightening. 

Senator Maanuson. What percentage of the rejections are mental? 

General Hersuey. Forty percent. They are divided about this 
way: 40 percent are mental without physical; 40 percent are physical 
without mental; and you have about 20 percent that are both. 
That is a little rough, but that is about it. So, 40 percent of just 
under 3 million gets you up to about 1,200,000 individuals who are 
in that group for no physical reason at all. 

Now of course, whenever you give a person a mental test without 
incentive, what do you have? You do not know what you find out. 


RISE IN MENTAL REJECTIONS 


Senator Maanuson. Of course, the Senator from Michigan and I 
have been interested in this a little more so because we are on the 
committee handling the Veterans’ Administration appropriation, and 
we have been quite concerned about this constant rise in the mental 
situation, particularly in all the veterans you are talking about. It 
is just about going up fantastically. It has shown up, too, I think, in 
your figures in the past, since World War II, has it not? 

General Hersuey. There is no question about that. But this is 
one of the things that makes me less worried perhaps in a way. The 
more scientific measures you have for figuring out what is wrong with 
the man the less worries you have. 
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For instance, during World War I we took no chest X-rays and 
there were a lot of retarded tuberculosis and probably some active 
tuberculosis cases. 

Some of them that came back you have as your veterans. Some 
of them went out and fought very well and still did not know they 
had scars and some died very, very well, and some of them never knew 
they bad scars 

In World War II we took chest X- -rays. 

Senator Macnuson. Well, are you not doing even more now than 
in World War II? 

General Hersuey. I think so, although I think probably the Armed 
Forces might deny it. This is true, whenever you have more than 
enough people and the calls are low, I do not care what rules you have, 
you will reject more because of the difference between a physician 
who must explain a rejection and the one who must explain a non- 
acceptance, that is, if they are saying ‘““Why can you not get more 
people out of that 100 that you have, then he is going to “be more 
liberal than if they would say ‘‘There was a man that came through 
your place 2 months ago that found out he had thus and so wrong 
with him; now you explain what you were doing with him.” He will 
say in that case, “In case of doubt, I will reject him.’’ You could 
get him to say “Unless I am sure there is something wrong with the 
man I will take him.”’ 

There are probably 10 or 15 or 20 percent between that attitude and 
the attitude “I am going to turn him down unless I am completely 
certain.” 

Senator Magnuson. Any further questions? 
Senator Porrer. No questions. 


TRANSPORTATION OF THINGS 


Senator Maanuson. I want to ask you one more question. I know 
what this is, but I do not know why you keep putting it in, because 
somebody always asks this same question about it. You have an 
item ‘Transportation of things.”” Somebody says, “What are 
things?” 

General Hersury. Anything that is not a person. Our first cost 


is personnel; our second cost is transportation of inductees; and this 
is a very small item. 

Senator Magnuson. Yes, very small, but everybody always asks 
‘‘What are things?” So I have to show this. 

General Hersuey. Perhaps you thought it was the transportation 
of the director. 


Senator Maanuson. All right. Thank you very much. 


CIVIL SERVICE COMMISSION 


STATEMENTS OF HARRIS ELLSWORTH, CHAIRMAN; WARREN B. 
IRONS, EXECUTIVE DIRECTOR; AND DAVID F. WILLIAMS, 
DIRECTOR, BUREAU OF MANAGEMENT SERVICES 


APPROPRIATION ESTIMATE 


Senator Macnuson. The Civil Service Commission is the next 
item. We are glad to have you back, Harris. 
Mr. Eviswortu. Thank you. 
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Senator Magnuson. For the purpose of the record, the total Civil 
Service appropriation in 1958 was $21,151,800. The budget estimate 
for 1959 is $21,131,000, or $20,000 less than the 1958 appropriation, 
and in the House bill we cannot break down the figure because you 
have your retirement and disability funds in there, but the House 
bill recommended $609,850,000 which is a plus $588,698,200 over the 
1958 appropriation and plus $588,719,000 over the 1959 estimate. 

Now we will put your letter to the committee in the record in full 
at this point, and a summary from your justifications. 

(The information referred to follows:) 


Civi, Servick CoMmmMIssIon, 
Washington, D. C., April 4, 1958. 
Hon. WARREN G. MaGnuson, 


Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill, 1959, United States Senate. 

Dear SenatoR Macnuson: With regard to your letter of March 21, 1958, 
the Commission appreciates this opportunity to provide your subcommittee with 
the effects of the action taken by the Ho se of Representatives on the several 
appropriations and funds of the Commission, as provided in H. R. 11574, the 
independent offices appropriation bill, 1959. 

Insofar as the provisions of H. R. 11574 as passed by the Horse of Representa- 
tives March 27, 1958, affect the appropriations and funds of the Commission, the 
Commission does not believe it absolutely necessary in the public interest to 
request any revision in the bill except in connection with the payment to the 
civil service retirement and disability fund as discussed below. 

We have made a very careful review of H. R. 11574 and Report 1543 which 
accompanied the bill. On the basis of our analysis and in the light of current 
trends in the Commission’s workload, we have the following comments and 
recommendations: 

Page 4, line 6 through line 23: 


“PAYMENT TO CIVIL SERVICE RETIREMENT AND DISABILITY FUND 


“For financing the liability of the United States, created by the act approved 
May 22, 1920, and acts amendatory thereof (5 U. 8S. C., ch. 30), $589,000,000, 
which amount shall be placed to the credit of the civil-service retirement and 
disability fund: Provided, That no part of the appropriations herein made and 
no part of the moneys now or hereafter contained in the civil-service retirement 
and disability fund shall be applied toward the payment of any increase in an- 
nuity be nefits or any new annuity benefits under the act approved May 22, 1920, 
and acts amendatory thereof (5 U. 8. C., ch. 30) which may be av thorized by 
amendment to said acts after the enactment of this act until and unless an appro- 
priation is made to such fund in an amount estimated by the Civil Service Com- 
mission to be s'fficient to prevent an immediate increase in the unfunded accrued 
liability of said fund.” 

For 1957 and prior years the appropriation under the above heading was the 
means of makirg the Government’s payment to the civil-service retirement fund. 
Beginning in July 1957, agencies are required to contribute to the fund, from 
agency appropriations, amounts equal to the sums withheld from the salaries 
of their employees, as provided by Fublie Law 854, 84th Corgress, approved July 
31, 1956. Under this legislation, agency contributiors for fiseal year 1958 are 
estimated at $624,063,000 and for fiscal year 1959, $649,025,000. 

Since the above amounts exceed direct appropriations heretofore made to the 
fund ($525 million in 1957), no direct appropriation was made for fiscal year 1958 
or requested for fiscal year 1959. The inclusion of this appropriation item is not 
consistent with the President’s fiscal policy for the fiseal year 1959. In the light 
of these facts, the Commission reauests the Senate to delete the material on lines 
6 through 23 of page 4 from the bill. 

Page 5, line 5: “$2,300,000’’. 

The attention of your subcommittee is called to the fact that Serate bill S. 
235, increasing the benefits payable to widows of former employees of the Light- 
house Service from $50 to $75 per month, was signed by the President on March 
28, 1958. This law will increase the amount of benefits payable by approximately 
$31,000 in fiscal year 1958 and $125,000 in fiscal year 1959. Therefore, under 
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H. R. 11574 as passed by the House, the funds available will be insufficient to meet 
the increased benefit payments for fiscal year 1959. Estimates of needs for both 
fiscal years 1958 and 1959 will be submitted to the Bureau of the Budget for 
appropriate consideration. 

ince we desire only one change in the bill as § coc by the House, I feel that 
your committee can give this matter the consideration we request without the 
benefit of a hearing. If, however, you feel a hearing on this or other matters 
would be beneficial, we will be pleased to appear. 

By direction of the Commission. 
Sincerely yours, 
Harris Evtswortu, Chairman. 


JUSTIFICATIONS OF EsTIMATES OF APPROPRIATIONS FOR THE FiscaL YEAR 1959 
INTRODUCTION 

The Civil Service Commission submits its estimates of appropriations for 

fiscal year 1959 for regular operations and for the several appropriations for 


which it is responsible. A summary of amounts requested for fiscal year 1959 
compared to current year amounts follows: 





Changes (+ 








Appropriation or fund title Fiseal year | Fiscal year or —) 1959 
estimates 
over 1958 


1958 | 1959 
| 
| 
| 
| 
| 


| 
$18, 420, 000 +$120, 000 
000 | 


Salaries and expenses, Civil Service Commission- $18, 300, 000 
Investigations of United States citizens for employment by i in- 

ternational organizations__ 491, 800 —108, 800 
Annuities, Panama Canal construction employees and Light- 

house Service widows, Civil Service Commission . -- 2, 360, 000 2, 328, 000 —32, 000 
Payment to civil service retirement and disability fund, Civil 

Service Commission. - -- 0 0 | 
Administrative expenses, employees life insurance fund, Civil | | 


Service Commission. --_-...------ : bt beware | 123, 800 123, 800 0 


Brief comments regarding each appropriation follows: 


APPROPRIATION: SALARIES AND EXPENSES, CIVIL SERVICE COMMISSION 


The Commission is requesting $18,420,000 in its salariés and expenses appro- 
priation to perform its continuing functions and responsibilities in fiscal year 1959. 
This amount represents a net increase of $120,000 over the amount authorized 
for 1958. The principal increases are (1) $115,400 in the retirement activity to 
eliminate backlovs of work and to conduct a quinquennial valuation of the civil 
service retirement system, as required by law; and (2) $98,800 for expenses other 
than personal services, including contractual services in connection with the 

valuation of the retirement system. These increases are offset in part by net 
decreases of $94,200 in other activities. 


APPROPRIATION: INVESTIGATIONS OF UNITED STATES CITIZENS FOR EMPLOYMENT 
BY INTERNATIONAL ORGANIZATIONS 


Funds appropriated under this head provide for investigations, by the Federal 
Bureau of Investigation and the Civil Service Commission, of United States 
citizens employed or being considered for employment in international organiza- 
tions of which. the United States Government is a member, and for review of 
reports by the international organizations employees loyalty board as directed 
by Executive Order 10422, as amended. In 1959 the Commission’s plans are 
based on a proposal to amend Executive Order 10422 to provide that the Com- 
mission make most of the investigations which formerly were conducted by the 
Federal Bureau of Investigation. 

Workload estimates for fiscal vear 1959 are based upon current experience 
together with information from the Department of State concerning anticipated 
increases in receipts. The funds requested for fiscal year 1959 ($383,000) repre- 
sent a decrease of $108,800 from the amount authorized for the current year. 
This amount should maintain the program on a current basis, after giving effect 
to the shift of certain investigative work from the Federal Bureau of Investigation 
to the Commission. 
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APPROPRIATION: ANNUITIES, PANAMA CANAL CONSTRUCTION EMPLOYEES AND 
LIGHTHOUSE SERVICE WIDOWS, CIVIL SERVICE COMMISSION 


This appropriation provides for the payment of annuities to former Federal 
civilian employees under the Panama Canal Construction Annuity Act (57 Stat. 
257) and to widows of former Federal employees under the Lighthouse Service 
Widows Benefit Act (64 Stat. 465). 

The request for fiscal year 1959 provides for the continuation of annuities 
authorized. Since the number of annuitants is steadily decreasing the funds re- 
quired for fiscal year 1959 are estimated to be $32,000 less than the amount 
appropriated for fiscal year 1958. 


APPROPRIATION: PAYMENT TO CIVIL SERVICE RETIREMENT AND DISABILITY FUND, 
CIVIL SERVICE COMMISSION 


For 1957 and prior years the appropriation under this heading was the means of 
making the Government’s payment to the retirement fund. Public Law 854, 
84th Congress (70 Stat. 736), requires that agencies pay to the fund an amount 
equal to deductions from employees’ salaries, beginning in July 1957. It is 
estimated that such contributions during the fiscal year 1959 will amount to 
$649,025,000. Since the total of these payments is estimated to be greater than 
amounts heretofore provided through this appropriation ($525 million in 195 


7) 
no additional appropriation for governmentwide payment is requested for fiscal 
year 1959. 


EXPENSE LIMITATION: ADMINISTRATIVE EXPENSES, EMPLOYEES LIFE INSURANCE 
FUND, CIVIL SERVICE COMMISSION 


This item authorizes the Civil Service Commission to incur expenses in the 
administration of the employees life insurance fund pursuant to the Federal 
Employees Group Life Insurance Act (5 U. 8. C. 209 ff.), as amended. The 
estimated requirements for fiscal year 1959 are based on the maintenance of the 
basic insurance program and the costs of servicing the 54,000 members of beneficial 
associations assumed by the fund. The requirements ($123,800) are the same as 
the amount authorized for fiscal year 1958. 


FULL FIELD SECURITY INVESTIGATIONS PROGRAM 


The Civil Service Commission also conducts full field security investigations as 
s service for various agencies of the Government. Since this work is done on a 
reimbursable basis, funds are not requested for this purpose. 


HOUSE ACTION 


Senator Magnuson. Now, you have a short statement to present? 

Mr. E.usworts. Yes, sir; 1 have. 

Mr. Chairman and members of the committee: We appreciate the 
opportunity to appear before your committee today to discuss the 
action of the House with respect to the budget requests of the Civil 
Service Commission for fiscal year 1959. 

We have made a careful review of H. R. 11574 and the Report 
No. 1543 accompanying the bill. We appreciate the careful 
consideration given our budget requests by the House. The reduc- 
tions which the House made will require some adjustments in our 
programs. However, we believe that these adjustments can be worked 
out without serious impairment to the Commission’s operations. As 
I stated in my letter of April 4 to Senator Magnuson, there is only one 
item concerning which we believe a revision should be made. This 
is the appropriation for “Payment to the Civil Service Retirement and 
Disability Fund.” 

The House included an amount of $589 million for this appropria- 
tion, and also inserted language in the bill prohibiting the payment 
of any increases in annuities until funds had been appropriated in an 
amount sufficient to prevent an increase in the unfunded accrued 
liability of the retirement fund as a result of such payments. 
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Senator Macnuson. Let us have that again. The House included 
an amount of $589 million for this appropriation, and also inserted 
language in the bill prohibiting the payment of any increases in an- 
nuities until funds had been appropriated in an amount sufficient 
to prevent an increase in the unfunded accrued liability of the retire- 
ment fund as a result of such payments. 


MEANING OF LANGUAGE 


I think you had better explain this a little. I could not pass 
General Hershey’s test if I could not understand this. 

Mr. Exvtsworrn. It means that any action by Congress in the 
future which would increase the liability of the Gover nment to pay 
retirement and disability benefits, would have to have an accompany- 
ing action appropriating money for it. 

Senator Magnuson. In the future? 

Mr. Exiswortn. In the future, that is right. In other words 
it is, in fact, a limitation on the action of future Congresses. 

Senator Porrrer. It would not have to hold, though, would it? 

Mr. Extsworts. I do not think so. 

Senator Porrer. If you put it in the act “notwithstanding 
existing law’’? 

Mr. Etsworrn. That is right. It probebly has no actual mean- 
ing. The other part, however, the $589 million is the part we are 
most concerned with. 

Senator MaGnuson. But it would mean this: It would mean if we 
would do something between now and adjournment, sine die, put 
something on you fellows, that this limitation would still be there if 
this Congress did something? 

Mr. E.usworru. You mean if this becomes law? 

Senator Magnuson. Well, since you are going to be operating from 
July 1, in the fiscal year, this language could bind this Congress, but 
it could not bind the next Congress. 

Mr. Ieons. I would think, Senator, it could bind this Congress if 
this legislation passes. 

Senst tor Maanuson. Yes; after this appropriation bill becomes law, 

and then we did something in this Congress, this limitation would be 
there and would bind vs. 

Senstor Porrrer. Unless you say in this legislative act, ‘‘notwith- 
standing existing law.” 

Senator Maanuson. Yes, notwithstanding existing law. Proceed. 
CONTRIBUTIONS TO RETIREMENT FUND 


Mr. Extitswortn. For 1957 and prior years, this appropriation was 
the means of making the Government’s contribution to the fund. 
Beginning in July 1957, agencies are required to contribute to the 
fund, from funds appropriated to them, amounts equal to their 
employees’ deductions, as provided by Public Law 854, 84th Congress. 
These contributions amount to 614 percent of the salaries of employees 
covered by the Civil Serv’ce retirement system, and are expected to 
exceed $624 million in 1958 and $649 million in 1959. 

For fiscal year 1957, $525 million was appropriated for payment to 
the fund, the largest appropriation for this purpose up to that time. 
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Thus in fiscal years 1958 and 1959 the agencies’ contributions to 
the civil service retirement and disability fund under existing legis- 
lation will be greater than any amounts previously appropriated. 

In fiscal year 1959, agency contributions plus contributions of 
employees and interest on investments are expected to total $1,523 
million. Disbursements for 1959 are estima‘ed at $802 million, 
leaving an excess of receipts over disbursements of $721 million for 
the year. 

PRESIDENTIAL POLICY 


For these reasons, and in the light of other budget considerations, 
it has been the President’s policy not to request additional appropria- 
tions for this purpose for fiscal years 1958 and 1959. In view of these 


facts, | recommend that the appropriation and the language inserted 
by the House be deleted. 


INCREASE IN BENEFIT PAYMENTS 


There is another matter which I should like to mention. Public 
Law 85-351, approved March 28, increased benefit payments to 
widows of former employees of the Lighthouse Service from $50 to 
$75 per month, effective April 1, 1958. The funds included in H. R. 
11574 for this purpose will not be sufficient to meet these increased 
payments in fiscal 1959. Likewise, funds available for the current 
fiscal year are insufficient to pay the increased benefits. We estimate 
that additional funds amounting to $125,000 in 1959 and $31,000 in 
1958 will be required for this purpose. Accordingly, the Bureau of 
the Budget has been furnished with our revised requirements for 
appropriate action. 

This concludes my statement. We shall be glad to answer any 
questions the committee may have. 

Senator Magnuson. The reason you need $31,000 in 1958 and 
$125,000 in 1959 is that the law was not in effect for a whole year? 

Mr. Exitswortu. This law only went into effect on April 1 of this 


year. 


Senator Macnuson. First of all, for the record, we did try to 
establish the policy that agencies themselves now ask for the appro- 
priations for the fund? 

Mr. Etuswortu. Correct. 

Senator Magnuson. Are all agencies doing that? 

Mr. Exvtswortn. Yes, sir. 

Senator Maanuson. As far as you know? 

Mr. E.tswortn. Amounts are included in all appropriations. 

Senator Magnuson. They are included in all appropriation re- 
quests? 

Mr. Ettsworrtnu. Yes, in all appropriation requests. 

Senator Magnuson. And the contributions to the fund will be 
greater than any of the amounts previously appropriated? 

Mr. Exvitswortnu. That is right. 

Senator Maanuson. Well, “of course, that statement is obvious, 
because some years we appropriated nothing. 

Mr. Exutsworru. One year it went down to $29 million, I know. 

Senator MaGnuson. Two years ago, we appropriated just the 
normal cost, to get this started and adopted the policy that the 
agencies should put an amount in their own appropriations. 








22 INDEPENDENT OFFICES APPROPRIATIONS, 1959 


Now in fiscal year 1959, you say the agency contributions plus the 
contributions of the employees and interest on investments are ex- 
pected to total $1,523 million; is that correct? 

Mr. Exusworts. That is correct. 

Senator Magnuson. Disbursements for 1959 are estimated at 
$802 million which would leave you for the fund $721 million; is that 
your estimate? 

Mr. E.uswortu. Yes, sir. 


DEFICIENCY IN FUND 


Senator Macnuson. But the deficiency in the fund, according to 
our best estimate, is $17,454,088,000? 

Mr. Etitswortu. Yes. There have been two different figures on 
that, one made by the congressional actuaries and one by the Com- 
mission. 

Senator Maanuson. Well, this is your own, in 1956. 

Mr. Exvitsworts. Yes. 

Senator Maenuson. Interest on the deficiency for 1957 was $496,- 
883,000 and the sum of the two items results in an estimated deficiency 
of $17,950,971,000 in the fund. What you will pick up this year in 
that fund will be $721 million? 

Mr. Exvtsworts. That is correct. 

Senator Macnuson. I think it would be 25 years, according to 
this to even get near picking up the deficit. 

Mr. Irons. Senator, if 1 may comment to that point, the deficit 
will continue to grow. The $721 million does not operate to decrease 
the size of this at all. 

Senator Maanuson. Does not decrease it at all? 

Mr. Irons. Not at all, sir; it goes into the fund that is necessary to 
help prevent an increase in the deficit. 

Senator Maanuson. Westill are getting back to what we have been 
arguing about here for 4 or 5 years, and that is, what to do about this 
deficit. When are we going to make it up? 

Mr. Exitswortu. That was created in the past rather than on 
current operations. 

Senator Macnuson. It was created by our failure to appropriate 
money to the fund. That was not the fault of Civil Service because 
you fellows, previous to the time we adopted the agency contributions, 
had to come up here and ask for these huge amounts at a time when 
everybody was talking about balancing the budget and we postponed 
the evil day. 

Mr. Ex.tswortu. The point I want to make is, the $17 billion is 
is an actuarial estimate. Receipts without the $589 million are 
$700 million more than actual disbursements for the year. While 
actuarily we are not making any progress toward the future, we are 
breaking even as to the current payments. 

Senator Maenuson. Of course, if this was an insurance company, 
you would be putting them in receivership. Of course, the argument 
has been made that if we appropriated the whole amount to make 
up the deficit it would merely be a bookkeeping credit in the Treasury, 
but it would be there. It would be a guaranty. 

Mr. Extitswortu. Well, it would be a matter of record as to the 
amount that was set aside for that purpose; that is correct. 
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Senator Magnuson. Then the Kaplan report recommended that 
we pay the interest, at least, but you are not asking for that? 

Mr. Exvtswortu. No. 

Senator Maanuson. Why did the House put it in? Why did they 
want it in? 

Mr. Extsworrs. I could not answer that. 

Senator Maanuson. Did they not intimate why? 

Mr. Irons. I do not recall anything in the report. 

Senator Magnuson. I have the report here. They do not mention 
anything about it in their report. What was the testimony? 


INTEREST ON FUND 


First let me ask this, and then we will get it down for the record, 
so it will be clear. Did you ask for this $589 million? 

Mr. Wiuuiams. We asked the Bureau of the Budget. We are 
required by law, Mr. Chairman, to request of the Bureau of the 
Budget an amount which is necessary to keep the fund from going 
deeper into debt. That is the $589 million. 

Senator Magnuson. That is to pay the interest? 

Mr. WiuuraMs. That is correct. 

Senator Magnuson. Your $721 million, I understand, is going to 
be in your working account? 

Mr. Irons. Yes. 

Senator Youna. May I ask a question at this point? 

If there were no receipts in the fund at all, over how long a period 
could you pay benefits? 

Mr. Irons. How long a period would we be able to pay benefits 
if there was no income at all from any source whatsoever? 

Senator Youna. Yes. 

Mr. Irons. I would think between 8 and 10 years. We have a fund 
of $7,500 million, and if we had no further income—and I assume we 
would get interest on that fund, it would gradually go downhill. 
I think it would probably be exhausted in about 10 years if we had 
no income whatsoever; but that is strictly an academic question, 
sir, because the law provides that the 64% percent must be contributed 
by the employees. The law also provides that Government agencies 
must match that same amount of 6% percent from the payroll. 


FINANCING OF FUND 


Senator Youna. If you did not live up to the original authority to 
keep this fund up to where it was supposed to be, some future Congress 
would probably follow the course of the past and would not build it 
up more. 

Mr. Irons. Of course, it is difficult to forecast what a future 
Congress would do. I think it boils right down to this. It is a question 
of whether you appropriate the $589 million now or whether you 
decide that in lieu of doing that, in view of the fiscal situation of the 
Government at this time, you defer paying the $589 million and the 
amount that represents lost interest on that $589 million, to some 
time in the future. It is going to have to be met at some time. 

Senator Maanuson. That is what we had been doing up to about 
2 or 3 years ago, as I recall, and that is how we got into this $17 billion 


deficit. 
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Mr. Irons. There have been a variety of methods of financing the 
fund over a period of years. 

Senator Magnuson. There has not been any method of financing it. 
The insolvency of the fund since June 30, 1953, has increased from 
$9,900 million to $18,065 million due to the failure of the Government 
to make its contributions. Now it has doubled since 1953. 

Mr. Irons. Of course, a large part of that is the result of the 
passage of Public Law 854, 84th Congress. That increased the 
benefits. Any time a bill goes through to increase the benefits it 
creates an increase in the deficiency. 


HOUSE REPORT 


Senator MaGnuson. That does not matter. The deficit has gone 
up $9 billion since 1953. 

I do find mentioned in the House report on page 2: 

The $589 million included in the bill for payment of civil service retirement and 
disability funds implements the will of Congress, as expressed in section 17 (e) of 
the Civil Service Retirement Act. 


That section provides, and I quote: 


The Commission shall submit estimates of the appropriation necessary to 
finance the fund on a normal cost-plus-interest basis, and to continue this act in 
full force and effect. 

Then they go on to say: 

The Civil Service Commission submitted a request to the Budget Bureau for 
$589.577,000, as required by law. However, it was not included in the budget 
request to Congress. For the last 5 years there has been only 1 budget request 
for this purpose. 

The insolveney of the fund has increased since June 30, 1953, from 9.9 to 18 
billion dollars, due to the failure of the Government to make its contributions, 


Then they say this, and I pose this question to you: 

The $589 million in the bill is necessary to make the fund self-sustaining in 1959. 

Is that a correct statement from the House or not? You folks say 
we should not put it in. 

Mr. Exttswortn. Going back just before that paragraph to the 
sentence: 

The last 5 years there has been only 1 budget request. 


Actually there have been budget requests- 

Senator MaGnuson. They mean there that you people have made 
budget requests but the Budget Bureau has never made a request. 

Mr. E.tusworts. Beginning with 1958 we had the agency contribu- 
tions so that there were budget requests from all agencies for this 
money. 

Senator MaGnuson. Yes; but it was only due to the Appropria- 
tions Committee over here insisting upon it. 

Senator Porrer. That doesn’t help the deficit at all. 

Mr. Extsworta. No. That is merely the agencies’ contribution 
of the 6% percent. 

Senator Maenuson. I think that system is working out well, that 
portion of it. 

Mr. Irons. That is one of the best provisions of Public Law 854 
setting up this fixed method of financing. 





4 





INDEPENDENT OFFICES APPROPRIATIONS, 1959 25 


Mr. Exvuswortu. I think one point involved, which is rather im- 
portant, is that the adding of the $589 million put in by the House 
would almost double for this fiscal year any appropriation to this fund 
heretofore made. In other words, it is including a terrifically heavy 
appropriation in this 1 fiscal year in order to pick up past deficits. I 
think, as Mr. Irons said a moment ago, the thing that needs most to be 
considered is the timing—whether in such a time as this, when we are 
probably facing a deficit, we should increase that deficit by $589 
million on paper by putting in this amount. 

Senator Macnuson. We have gone through bad times and pros- 
perous times. I have heard you make some speeches here about 
prosperity, a couple or 3 years ago, and we have run the whole gamut 
of our Nation’s economy and still we have not done anything about it. 

I do not know where we should start. You say we should not 
start at a time like this, but there were no recommendations when 
times were prosperous. 

Mr. E.tusworts. There was a very tangible thing done—— 

Senator MaGnuson. We changed the system. 

Mr. E.utswortu. The Government appropriates through the agen- 
cies instead of a direct sum. You see, before that the agencies did 
not contribute. 

Senator MaGnuson. When did we pass that? Last year or a year 
ago? 

Mr. Trons. In 1956. 


ANNUITY PAYMENTS MUST BE MET 


Senator Porter. Let me ask you this: What will happen with your 
annuities if, say, Congress never makes up this deficit through a 
period of time? It will be embarassing, will it not? 

Mr. Etuswortu. My personal view is, these annuities are obliga- 
tions of the Government, regardless of whatever bookkeeping we 
have with reference to the fund, and will have to be met by the Gov- 
ernment. In other words, they are second only in importance to the 
funded debt of the Nation. If it comes to a time when this country 
cannot pay the retirement annuities, then I think we are at the end. 

Senator Maanuson. The people that have put their money in as of 
now only have a second mortgage. They put their hard-earned 
money in there, and the Government was supposed to match it, and 
they have a second mortgage. 

Mr. Evitswortn. But it is an obligation of the United States that 
is very, very binding, indeed. 

Senator Youna. This reminds me of a situation I ran into over in 
Greece right after the war. In one respect, they had an ideal situa- 
tion. Almost everyone was eligible for some kind of government 
payment, but they ran out of money. 


RISE IN DEFICIT 


Mr. E_tsworrn. Yes. Well, let’s hope that never happens here. 
There is another thing I think we had better consider: This deficit 
jumped suddenly as a result of congressional action in 1956. Now 
that could happen again. In fact, I think there is a bill pending 
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which would make some change. I do not think it is practical at 
this point to try to catch up with this actuarial deficit in the fund. 

Senator Macnuson. Let us be more specific. Would you say it 
would be practical at least to pay the interest which is piling up? 

Mr. Extsworts. Frankly, my own view is that it should not be 
added. This kind of an appropriation, picking up something that 
was an error in the past, should not be added when we are in a deficit 
position. Now we may say we may never get out of a deficit position. 
I do not know about that. However, I feel from the standpoint of 
sound economics we should not increase a deficit position with a 
bookkeeping transaction of this kind. 

Senator Macenuson. This will go up to about $20 billion next year 

Mr. Irons. Assuming for the moment that the $589 million is not 
voted by this Congress, that amount will be added to the deficiency 
and we will be reporting that amount to you next year. That would 
be about the only significant increase that would come about in the 
deficiency. 

Senator Magnuson. The only purpose I can see in not keeping this 
in the bill is to make a better bookkeeping showing on July 1. That 
is all we are doing, and we are fooling ourselves and we are fooling 
the people that put their money into this fund and we are fooling the 
public on it also. 

Mr. Exutswortn. Not necessarily. We are consistent in out 
figures since 1944, which is the oldest I have with me. We have 
consistently appropriated somewhere around this amount of money 
every year and that is what we are doing this year, with the $649 
million. We can add the $589 million but that is ‘v ery much in excess 
of anything Congress has ever done heretofore. It can be done, but 
it isn’t in the regular curve. 

Senator Magnuson. Well, no; it is only since 1953 this has been 
going on. 

Mr. Extswortsx. No. Appropriations to the fund have been made 
annually of various sizes. 


BEGINNING OF DEFICIT 


Senator Porrer. When did this start? 

Mr. Ex.uswortu. In 1953, $321 million, and in 1954, and 1955, i 
dropped to $31 million and $29 million, and in 1956 it is $233 million 
In 1957 it is $525 million and in 1958, $624 million and in 1959, $649 
million. 

Senator Macnuson. Is the House wrong in their statement when 
they say there has been no request for the last 5 years, only on¢ 
request? 

Mr. E.tswortu. To this extent. There has not been a direct re- 
quest in 1958 and 1959, but a budget request for payments by the 
agencies—has been in every agency request. 

“Senator Macnuson. Y es; but I'am talking about this fund. 

Mr. Evutsworrn. No: there have been no direct requests, becauss 
we look upon it, I think, as the Government’s contributions being met 
by the appropriations made to the agencies. 

Senator Magnuson. Yes; but it is not being met. You are going 
to have $721 million you think, in excess of disbursements, because 
of the agencies contributions, plus contributions of employees, but 
that is not to be put on here [indicating] at all. 
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Mr. Ex.tswortn. I do not think any previous appropriation actually 
caught up with the deficit of the fund. 

Senator Magnuson. No; but the House suggests the least we could 
do is pay the interest. Isn’t this figure of the $589 million the interest? 
Considered as interest? 

Mr. Irons. Yes, sir. 

Mr. Extswortu. [ still point out that if that is put in it makes 
almost twice as much as ever has been appropriated before. 

Senator Maenuson. You show that the Government cost not met 
by agency contributions is $589 million plus. 

Mr. Irons. Yes; that is practically the interest on the deficiency. 

Mr. Exiutswortu. The deficiency, yes; but the deficiency is an old- 
time debt. 

Senator MaGnuson. I am not trying to saddle this on to the Civil 
Service Commission. That has nothing to with your operation of 
the Civil Service Commission. It is a serious question of policy that 
we have to start thinking about. 

Mr. Extutsworts. It is a dead horse that died some time ago. 

Senator Macnuson. I hope it is not dead. 


INTEREST ON DEFICIT 


Mr. Ettswortn. And there is an interest due of about $589 million. 
The question is: should we appropriate that amount at this time or 
should we wait until the Government has more money? 

Senator Macnuson. If we had paid this interest as we went along, 
we would probably have been down to about $13 billion or $14 billion. 
That is what is piling it up. This is one half billion dollars alone, on 
just interest. 

Senator Porrer. What would happen if you just froze the deficit 
that you have at the present time and made the contributions each 
year? Do we have any new legislation or recent benefits, so that our 
deficit would not be increasing? How mueh would that cost us in 
interest a year? 

Mr. Irons. $589 million. 

Mr. WituraMs. That would keep the deficit at its present level. 

Senator Maanuson. That is what I said, if the $589 million was 
appropriated, it would freeze it. 

Mr. Irons. Except for any impact from present legislation here. 

Senator Magnuson. Which they have also tried to freeze. 

Mr. Irons. Which they have tried to freeze. 

Senator Porter. If this amount is not appropriated the deficit will 
increase again this year? 

Mr. Irons. By $589 million. 

Mr. E.itswortu. I think it is true that the deficit increases as a 
result of the interest, but we are meeting operational expenses. 

Mr. Irons. Yes, sir; the deficit goes up if the interest on that 
deficit is not met; also by any future legislation. Senator Potter, a 
moment ago, asked about the effect of not providing the $589 million. 
We have some charts here setting forth just exactly how this fund 
would grow, and ultimately be exhausted, providing that the law is 
met, that the employee deductions are made, that the Government 
contributions are made, and we receive the interest on our fund, 
On that basis, this fund of $7,500 million will grow to almost $14 
billion by 1974, and then we will start to go downhill because our 
benefits at that point will exceed our guaranteed income. 
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EXTENT OF ANTICIPATED RISE 


Senator Porter. So it will continue to rise until 1974, up to a level 
of what—about $14 billion? 

Mr. Irons. Pretty close to $14 billion. 

Senator Porrrer. And then it will start going down? 

Mr, Irons. It will start going down. At the point where it starts 
going down, I think you would be seriously concerned. 

Senator MaGnuson. I suppose this is more a question of policy for 
Congress than it is for the agency. 

Mr. Extsworru. I think that is right. I believe our obligation 
here at this table is to be sure that the committee understands the 
problem, that, for example, the current appropriations, and the 
contributions by employees are keeping the fund current. 

Senator Magnuson. Let me ask this, so there will be a little ray 
of light here, a little hope: 

Under the present system that we inaugurated a year or so ago, 
we are operating now in the black, are we not? 

Mr. Evtswortu. Very definitely. 

Senator MaGnuson. And the agencies are all making their con- 
tributions and they are included in all the appropriations? 

Mr. Eviswortnu. That is the fundamental difference at the moment. 
Heretofore, there were no agency contributions, and these sums | 
mentioned here were direct appropriations. Now they are made the 
other way, through the agencies. 

Senator Macnuson. So from here on in we look all right? 

Mr. EittswortH. Except for the interest on the old debt. That is 
all we are talking about. 

Senator MaGcnuson. The interest on the old debt and then the 
old debt itself. Then we have a question of policy that we had 
better decide. But if we do pay the interest, this deficit [indicating] 
for all practical purposes, is frozen? 

Mr. Irons. Yes, sir. 

Senator MaGnu SON. It is frozen, and we are operating in the black 
from year to year? 

Mr. Irons. It would be not only for 1959 but a similar amount 
for interest next year. 

Senator Macnuson. We would have the interest every year. Any- 
body knows that will eat you up pretty soon. 


POSSIBLE CONGRESSIONAL CHANGES 


Mr. E.uswortn. I do not know what is involved in the present 
bills, but there is a bill in Congress, which would change all of these 
figures we are talking about, because it will increase the annuities. 

Mr. Irons. We are talking about these things being frozen, if 
nothing happens in the future. 

Mr. Ex.tswortu. The point I am making is, as of today, the state- 
ment is correct that this is frozen, but, as of tomorrow, it may not be. 

Senator MaGnuson. But the difference here, and I think this is 
somewhat morally wrong with us, teo, we have a pay raise bill for the 
military down on the floor right now. That is also done for their 
retirement. They know that they can draw on the United States 
Treasury. They have a first mortgage on the Government, whereas 





eons? 


bE hE 
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the civil service employees have only a second mortgage, and they 
have been paying in, too, their hard-earned money. 

_ Mr. Irons. They have been paying in. The military does not pay 
in. 

Senator Magnuson. No; I say they have been paying in. The 
military does not pay in. And the fellow that buys the bonds, he has 
a first mortgage, but these people are in the position of having a second 
mortgage subject to an $18 billion deficit which will be over $19 billion 
next vear. 

Mr. E._tswortu. Of course, the pending pay raise will change these 
figures, too, because the retirement obligation as well as the retirement 
collections are based on the amount of the payroll. 

Senator Maanuson. Well, whether the figures are changed or not, 
this situation [indicating] is still there. 

Mr. Irons. The principle is the same. 

Senator Macnuson. Yes. I do not think the figures are going to 
go down. : 

Mr. Exvitswortnu. The only point I would make is, it is an old debt, 
and whether or not you want to make this freeze at this time is a 
matter for your determination. 


MATTER OF POLICY 


Senator MaGnuson. Well, I say it is a serious matter of policy. 
It is one that had we been appropriating this interest all along we 
would have had about half of this amount or even less, maybe. 

Mr. Evusworrn. If it is a fact that this half a billion dollars is an 
inflationary half billion dollars, I think that should be considered, too. 
That is something the Congress will have to argue. That is my im- 
pression. . 

Senator Macnuson. Well, if there is a bill introduced that the 
Government should pay its debts, I think you would get a unanimous 
vote. 

In this case I am just afraid this will go on and get so far out of 
hand that we might get to a point where we would have to pass a 
bill wiping it out. 

However, I am pleased, and I am sure the whole committee is, 
with your report on the current operating expenditures and the cur- 
rent operation of this fund. Of course we admit we were a long time 
getting to that point, but I imagine you fellows will rest a little easier 
with that situation than you did before. 

Mr. Irons. I think one of the greatest single pieces of legislation, 
as far as our small part in this orbit is concerned, was the require- 
ment that the agencies pay the 6% percent. 

Senator Maanuson. Are there any further questions of the 
committee? 

Senator Rosertson. I just want to get it straight about this 
statement that the $589 million is necessary to make the fund self- 
sustainig in 1959. 

Now I understand the testimony has been that the sum of $589 
million would merely be the contribution from a long-range stand- 
point per year, but that the fund, with the interest on what you 
now have, would be self-sustaining in fiscal year, 1959, without the 
$589 million? 
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Mr. Irons. Yes. I would like to make it clear. We have $7,500 
million of bonds and cash and our expenditures are only about a 
tenth of that, so there is no question about its being sustained, from 
a dollar standpoint. 

Senator Ropertson. Would you have to draw on your so-called 
accumulated capital? 

Mr. Irons. No, sir. 

Senator Ropertson. Your payments and your interest will far ex- 
ceed your disbursements? 

Mr. Irons. The only purpose of the $589 million is to pay interest 
on a deficit that was contracted heretofore, but is not being added to 
at this time. 

Senator Ropertson. You think because you will have a large defi- 
cit for fiscal 1959 it should be added? 

Mr. Exuswortu. I think it is a matter of policy that would take 
serious consideration by people who understand the effect of a deficit 
on inflation because inflation is a very serious problem to these people 
who are on fixed retirement annuity income. 


BOOKKEEPING TRANSACTION 


Senator Rospertson. If the Government should pay in the $589 
million into the fund, what becomes of the money? 

Mr. Irons. The Treasury Department issues special notes payable 
to this fund. 

Senator MaGnuson. Well, the employees pay in, we take their 
money, we take it down there and use it, and we say ‘““‘Whatever you 
pay in, we will match it.” Then we are not paying ours in. 

Mr. Irons. We are doing the matching part. That comes from 
the agencies. 

Senator Maanuson. Now? 

Mr. Irons. Yes. 

Senator Magnuson. But it didn’t, on this. 

Mr. Irons. Yes. 

Senator Macnuson. I would say if this was an insurance company 
we would be in receivership. 

Mr. Exttswortu. In other words, the agencies are paying now what 
was formerly done by direct appropriation, but this is a proposed 
direct appropriation in addition to what the agencies are paying. 

Senator MaGnuson. This is inconceivable. If everybody went 
down at once and said they wanted to draw out, we would have to 
issue $17 billion worth of bonds. 

Mr. Irons. No. Ido not want you to have that idea, because the 
only part that the employees could draw out, if they wanted to 
draw out, would be this [indicating]. 

Senator Macnuson. I do not mean on the same day, but if every- 
body, conceivably, took all of their benefits at the one time 





Mr. Exvuswortn. If I may interrupt. The deficit is based on an 
actuarial obligation of the Government in the future. 

Senator Magnuson. But you have to run a business on the basis of 
paying for your obligations. 

Mr. Exvtswortu. We will get along very well on the present basis, 
until 1970. I mean nobody would lose a dime if this fund was the 
only protection they had. 
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Senator Maenuson. I think there is a serious question of policy, 
and I think we had better meet it or at least, in my personal opinion, 
I would like to keep it from getting any higher. Maybe this is not 
the time. I do not know when a better time would be. It was not 
the time when we were having all the prosperity, and now we are hav- 


ing trouble and it is not the time, because of the economic trouble. 
When is the time? 


Mr. Extsworrn. I hold a personal view that the better time to do 
this would be when the Government has more income than it has 


expenditures. That has happened in the past. I would hope it 
would happen in the future. 


Senator Macenuson. I, personally, would think that would be the 
best time, but then we appropriated nothing and I sat here day after 
day and listened to it then, and the reason was they wanted to make 
a showing on July 1, that the budget was balanced, and if they had 
put this in the budget would not have been balanced, and that is the 
difference, that is why they took it out. 

Now before you leave, I understand also that you people would 
like this language stricken? 

Mr. E.tutsworru. You mean limiting the future Congresses? 

Senator MaGnuson. Yes. 

Mr. Extitswortn. Yes, it does present some complications in an 
operational way. 

COMMUNICATION 


Senator MaGnuson. I have a letter here that I will put in the 
record from the people who are paying into the fund that are quite 
concerned that this might stop any future liberalization of the act, 
but of course, it would not, on the succeeding Congresses, but it 
could be difficult. 

(The letter referred to follows: ) 


NATIONAL ASSOCIATION OF SUPERVISORS, 
DEPARTMENT OF DEFENSE, 
Locat No. 40, 


Milton, Fla., March 31, 1958. 
Hon. GEORGE SMATHERS, 


United States Senate, 
Washington, D. C. 


Mv Dear SENATOR SMATHERS: The members of Local No. 40, National Asso- 
ciation of Supervisors consider H. R. 11380, 85th Congress, to amend the Civil 
Service Retirement Act as the most equitable method for the proper adjustment 
of annuities. Therefore, we respectfully urge your support of this bill as a sub- 
stitute for the provisions of the bills 8. 72 and H. R. 607, now reported to their 
respective Houses. 

In connection with above, it is understood that the Committee on Appropria- 
tions of the House of Representatives is considering including the following lan- 
guage in the Independent Offices appropriation bill (H. R. 11574) for the fiscal 
year ending June 30, 1959: 

“Provided, That no part of the appropriations herein made and no part of the 
moneys now or hereafter contained in the civil-service retirement and disability 
fund shall be applied toward the payment of any increase in annuity benefits or 
any new annuity benefits under the act approved May 22, 1920, and acts amenda- 
tory thereof which may be authorized by amendment to said acts after the enact- 
ment of this act until and unless an appropriation is made to such fund in an 
amount estimated by the Civil Service Commission to be sufficient to prevent an 
immediate increase in the unfunded aecrued liability of said fund.’ 

This language, if adopted, would make further liberalization of the Civil 
Service Retirement Act extremely difficult, if not impossible, to accomplish. 
This would be particularly true in regard to benefits for service rendered prior to 
enactment of a liberalizing amendment. 


25300—58—pt. 1——-3 
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Even though the Congress would adjust employee and agency contributions by 
an amount estimated to cover the added benefit for service performed after the 
effective dates of future improvements in the act, such benefits could not be 
extended for service performed prior to the effective date of the amendment until 
the Congress appropriated, in a lump sum, the amount necessary to cover the 
estimated cost incurred for such service. There is considerable cost involved in 
applying a new benefit to past service. 

In view of this high cost, we fear that future liberalizations of the act would 
be limited to service performed after the effective dates of the new or increased 
benefits if such language becomes law. Accordingly, we earnestly and urgently 
request that you oppose the restriction proposed by the House Committee on 
Appropriations. 

Respectfully, 
S. L. Loveuace, President. 


INCREASE IN DEFICIT DUE TO PAY INCREASE 


F’ Mr. Evtsworts. Of course, I think one thing we have to realize is 
that these figures given to you today are only current for today. I 
mean, this deficit, months from now, is going to be different because 
there will be a pay increase, and I assume an annuity increase, so 1 
month from today these figures could be entirely different. 

Senator MaGnuson: At this point I will place in the record a letter 
from Bremerton Metal Trades Council, signed by Thomas W. Landon, 
secretary. 

(The letter referred to follows:) 


BREMERTON Meta TRADES COUNCIL, 
Bremerton, Wash., March 29, 1958. 
SENATOR WARREN G. MAGNUSON, 
United Staies Senale, 
Washington, D. C. 

Dear Sir: It is our understanding that the Committee on Appropriations of 
the House of Representatives is considering including the following language in 
the independent offices appropriation bill for the fiscal year ending June 30, 1959. 

“Provided, That no part of the appropriations herein made and no part of the 
moneys now or hereafter contained in the civil-service retirement and disability 
fund shall be applied toward the payment of any increase in annuity benefits 
or any new annuity benefits under the act approved May 22, 1920, and acts 
amendatory thereof (5 U.S. C., ch. 30), which may be authorized by amendment 
to said acts after the enactment of this act until and unless an appropriation is 
made to such fund in an amount estimated by the Civil Service Commission to be 
sufficient to prevent an immediate increase in the unfunded accrued liability 
of said fund.” 

This language, if adopted, would make further liberalization of the Civil 
Service Retirement Act extremely difficult, if not impossible, to accomplish. 
This would be particlarly true in regard to benefits for service rendered prior to 
enactment of a liberalizing amendment. We fear that future liberalizations of 
the act would be limited to service performed after the effective dates of the 
new or increased benefits if such language becomes law. 

* Therefore we urgently request that you oppose the restrictive language proposed 
by the Committee on Appropriations. 
Sincerely yours, 
BREMERTON MeEtTAaL TrapEs CoUNCIL, 
Tuomas W. Lanpon, Secretary. 


OTHER BUDGET ITEMS 


Senator Macnuson. One thing else I want to ask you, because this 
came out of our legislative committee. You have the funds for the 
Lighthouse Service widows? ‘That is in your budget? 

Mr. Irons. That is in the supplemental request for 1958. 

Senator Macnuson. Along with the Panama Canal construction 
employees? 

Mr. Irons. Along with the Panama Canal construction employees. 

Senator Maanuson. All right. Thank you very much. 
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FEDERAL HOME LOAN BANK BOARD 


STATEMENTS OF ALBERT J. ROBERTSON, CHAIRMAN OF THE 
BOARD; IRA DIXON, MEMBER; WILLIAM HALLAHAN, MEMBER; 
CLARENCE S. SMITH, ASSISTANT TO THE BOARD; THOMAS H. 
CREIGHTON, JR., GENERAL COUNSEL; WILLIAM H. HUSBAND, 
GENERAL MANAGER, FEDERAL SAVINGS AND LOAN INSUR- 
ANCE CORPORATION; VERNE C. BONESTEEL, DIRECTOR, DIV- 
ISION OF EXAMINATIONS; THADDEUS CORCORAN, BUDGET 
OFFICER; AND JOHN M. WYMAN, DIRECTOR, DIVISION OF 
SUPERVISION 


LETTER TO SUBCOMMITTEE 


Senator Maanuson. All right. The next item is the Federal 
Home Loan Bank Board. Mr. Robertson, we welcome you, and we 


will put your letter in the record in full, and a summary from your 
justifications. 


(The letter referred to follows:) 


AprRIL 2, 1958. 
Hon. WarREN G. MaGnuson, 


Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill for 1959, United States Senate, Washington, D. C. 

Dear Mr. CuarrmMan: Thank you for your letter of March 21, 1958, requesting 
us to advise you whether any changes are required in the public interest in H. R. 
11574, the Independent Offices appropriation bill for 1959 as passed by the 
House, and whether the Board desires a hearing. 

We are pleased to advise you that the Federal Home Loan Bank Board desires 
neither a change in the bill nor a hearing as the House approved the Board’s 
1959 budget estimates as requested. If, however, your committee should consider 
a hearing desirable we shall be happy to be guided by your wishes. 

The Board appreciates your inquiry and sends you its best wishes, 

Sincerely, 
ALBERT J. Rosertson, Chairman. 


JUSTIFICATIONS—FEDERAL Home Loan Bank Boarp 


Comparative summary of administrative expenses, fiscal years 1957, 1958, and 1959 
PERSONAL SERVICES 











Actual 1957 Estimate 1958 Estimate 1959 

Aver- Aver- Aver- 
age | Amount] age Amount age Amount 
number} jnumber| number 
Offices of the Chairman and Board members. 8.0 | $86, 8.0 $87, 064 8.0 $87, 470 
een tp Cbé BOMG. .. « ... ccicdeccucsnads 1.0 11, 787 1.0 11, 926 1.8 15, 731 
Bnet OFRGS.. ois). doo. cn cccckobbidewcesudnge 2.0 14, 356 2.0 14, 581 2.0 14, 581 
OE, eae eee 2.0 13, 106 2.0 13, 466 3.6 22, 898 
Division of Federal Savings and Loan opera- 

an ee ae poe ee leenaeueale 9.6 62, 156 10.7 67, 734 11.8 75, 138 
Office of the secretary .....-........-.-.-.--.- 38.6 | 186, 504 40.3 198, 892 46.6 223, 703 
Office of the director of audits..........-.---- 10. 5 85, 062 11.0 86, 086 11.0 90, 638 
Division of personnel... -..-....---.-------- 4.0 24, 856 4.8 29, 019 5.8 35, 196 
Division of Federal Home Loan Bank opera- 

NN ok bi cas 2 ee bende cin Geisha LX Me 75, 578 12.2 88, 618 13.8 100, 708 
Comptroller’s Division...........-.....-.--- 15.8 84, 435 17.5 90, 331 20. 4 106, 277 
Division of supervision. . ............---.--- 25.4 | 180, 507 30. 4 227, 497 38.1 | 290, 340 
Office of the Genera! Counsel.......-.......- 19.8 | 143,399 25.1 179, 669 30.0 211, 277 

Total personal services.........-.-..-- 147.1 | 968,100 | 165.0 | 1,094,883 | 192.9 1, 273, 957 
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Comparative summary of 


eae 

Transportation of things_.-.....-.- 
Communication services---.- Be Oi 
Rents and utility services-- 


Printing and reproduction-_. Se a reat 


Other contractual services... --_-- 


Services performed by other age nies... 
Supplies and materials........-.---- 


J Se 
Grants, subsidies and contributions 
Refunds, awards, and indemnities. 
Taxes and assessments._.. _----- 


Total other expenses--.---.--..-- 


Total gross expenses----_--- 
Reimbursements from other accou n 


Total expenses 


FEDERAL SAVINGS 
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administrative expenses, fiscal years 1957, 1958, and 


1959—Continued 


OTHER EXPENSES 


Actual, 1957 


Ghia wee tee 


1, 028, 205 


$38, 965 
291 

28, 496 
3, 324 
143 

6, 671 | 

5, 163 | 
46, 684 
1, 848 





131, 964 


i 100, 064 
71, 859 





1, 250, 000 


Estimate, | Estimate, 


1958 





$46, 950 
595 
30, 505 
3. 420 
3, 000 
7, 525 | 
7, 307 
48, 845 
3, 800 
67, 880 
0 
290 


_ 220, M7 


1, 31 5, 000 
65, 000 





AND LOAN INSURANCE CORPORATION 


1959 


391, 043 


4 665, 000 
65, 000 


1, 600, 000 


Comparative summary of administrative erpenses, fiscal years 1957, 1958, and 1959 


PERSONAL SERVICES 


Office of General Manager--. 
Underwriting Division. ._. 


Insurance Settlement and Rehabilitation Division___- 


Operating Analysis Division. 


Comptroller’s Division __---.--..--- 
» 


01 Personal services__.-.-- 


Actual 1957 Estimate 1958 | Estimate 1959 


| Aver- 








Aver- la ’ 











‘ T- | 
| age |Amount| age |Amount! age | Amount 
num- num- | num- 
| ber ber ber | 
Tras nt Th Penne ae | ——_|—— 
See | 12.8 | $96,909 | 13.4 | $04,845 | 14.7 | $101,015 
.--| 123] 91,779] 15.0] 103,945] 16.0] 110,150 
| 22 | 55, 485 8.0 | 62,217 7.8 60, 241 
ACS eo | 31.0] 155,125} 35.7 | 170,973 | 41.1] 196,584 
Ewe 14.8 | 87,933 _36.0 | 100, 700 | 16.0} 103, 630 
aenne-e--] 78.1 ie 487, 231 eal 88.1 | 532, 750 | ~ 95.6 | 571, 620 





OTHER EXPENSES 














| Actual 1957 | Estimate |e Estimate 
| } 1958 1959 

——- — — - —_-——_—_— -— —— | — _---—_-—- 7 - - fF —_— 
NN ii 5. nts Dineen 7,030 | 115, 400 | 15, 400 
03 Transportation of things_- = af 100 100 
04 Communication services sidaiciell 11, 970 12, 600 12, 800 
oe eee | 36, 014 | 41, 000 43, 000 
06 Printing and reproduction- 13, 410 | 15, 000 15, 200 
OF. Dither cpntenctusl aerviess. .....<.-...-...45.-......--. -| 8, 355 14, 700 14, 500 
}# General Accounting Office...........-....-.-..---.-..-] 3, 765 | 4, 700 4, 700 
ee ee es ee eee ee | 4, 002 | 5, 100 5, 300 
11 Grants, subsidies, and contributions......-..------------.| | 33, 300 } 37, 200 
Re UN WIEN occ nc nn cheno | 35 | 350 | 180 
OUR Oe GEIS... «. - 252 8s oe pabinctiwandndencees | 84, , 928 ‘142, 250 “14s, 380 
Total administrative expenses --..........-.-----.-.---- ‘572, 159 oS 675, 000 720, 000 

1 Limitation. 
BUDGET ESTIMATE AND HOUSE ACTION 


Senator Macnuson. For the purposes of the record, the Federal 
Home Loan Bank Board in 1958 had $1,250,000. In 1959 your budget 





ee 
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estimate was $1,600,000, and the House recommended $1,600,000, or 
an increase of $350,000. 

Then the Savings and Loan Insurance Corporation in 1958 was 
authorized $675,000. Your budget estimate was $720,000 and the 
House recommended $720,000, or a plus of $45,000. 

So I imagine you want to address yourself first to the need for the 
extra $350,000 and then the need for the extra $45,000 in the Savings 
and Loan Insurance Corporation. Do you have a statement? 

Mr. Rosertson. I have a very brief statement. 

Senator Magnuson. Go right ahead. 

Mr. Rorertson. My associates and I are pleased to appear before 
you in response to your request, and we should like to make a brief 
statement regarding our 1959 budget estimates. 


AUTHORIZATIONS 


The President’s budget for the Federal Home Loan Bank Board for 
fiscal 1959 provides for $8,663,000 in authorizations, subject to annual 
limitation. These are made up as follows: 


Bose. abt stall: neweieel. <3 aka b aca abeckc eee cde $1, 600, 000 

Federal Savings and Loan Insurance Corporation__.___-.-._-.---- " 

Division of Examinations__-----_- pS A ood aoe eee at eee 6, 343, 000 
Totes sinus aicetinn esge-ads. eee deasndoe seen easels 8, 663, 000 


On page 34, line 6; page 35, line 24; and page 36, line 3 of H. R. 
11574, the independent offices appropriation bill for 1959, dated 
March 31, 1958, the House recommends each of the authorizations 
requested without change. Accordingly, the Board is fully satisfied 
with the House action, and therefore does not seek any change in the 
bill. 

We thank you for the opportunity of making this statement and 
shall be glad to answer any questions you may wish to ask. 

Senator Maanvson. I notice vou do not want a change in the bill. 
We want to know what you want the extra $350,000 for? You know, 
we sometimes cut these bills. 

Mr. Rorerrson. Yes, sir. 

Senator MaGnuson. Just because the House appropriates it, does 
not Mean we are going to. 

Mr. Rorertson. As I say, we request no change. The increases 
which were requested were due to the growth of the industry which 
has expanded very rapidly over the last 10 vears. In the past year the 
growth has been roughly about $5 billion in both savings accounts 
and in assets. There has also been an expansion in the number of 
chartered associations and an expansion in the number of insured 
ones. The increases needed are substantially due to the natural 
growth of the industry. 

Then there is also an item of rent. For the first time the Fedreal 
Home Loan Bank Board is paying rent for its quarters, which is, of 
course, returned to the Government. This is a return to the Govern- 
ment rather than an expense to it. 

Senator Magnuson. That is part of your budget? 

Mr. Rosertson. That is right. 

Senator Macnuson. Reimbursement to the Government? 
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RECRUITMENT OF EXAMINERS 


Mr. Rosertson. Yes, for the first time. The Division of Examina- 
tions also needs substantial expansion. It has been rather difficult in 
the last few years to recruit examiners as fast as we needed them and to 
hold them. 

Senator Macnuson. Have you not lowered the time on that now? 

Mr. Rosertson. We are undertaking to lower it all the time. 
We are trying to bring it down. 

Senator Macnuson. From 18 months to what? 

Mr. Rosertson. From 18 months to 12 months. 

Senator Magnuson. That would be a little more added to your 
expenses, would it not? 

Mr. Rosertson. Yes, sir. Also, there are more institutions and 
we have been short of examiners that are needed to get caught up; 
to get up to date on our examinations. The greatest increase in 
requests is for the Division of Examinations. 

Senator MaGnuson. Are there any further questions? 


REASON FOR YEARLY EXAMINATIONS 


Senator Ronertson. Mr. Chairman, the reason the House com- 
mittee insisted on these once-a-year examinations is this: Nearly all 
of these institutions are insured, and the committee wanted to make 
sure that the associations are being properly operated and the Gov- 
ernment is not running into a loss. The House said, in effect, in its 
report: “‘We are approving the full increase of $670,000 for this service, 
but it will be for the last time if they do not get with it.” In other 
words, you have to get it on an annual basis. I think that is as it 
should be. 

Mr. Rosertson. That is what we want it to be. 

Senator Ropertson. You recall, we discussed that in the hearings 
on the financial institutions. 

Mr. Rosertson. Yes, sir. 

Senator Maanuson. Now, the extra $45,000 on the Savings and 
Loan Insurance Corporation I suppose is due to the increase of the 
number of applicants? 

oo Rosertson. I would like to have Mr. Husband comment on 
that. 

Mr. Huspanp. Primarily, it is to fill out salaries of people hired in 
the latter part of the fiscal year; indeed, over half of it is for this 
purpose. The rest of it is to cover various minor items. 

Senator Macnuson. All right, we have no further questions. 
Thank you very much. 
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GENERAL ACCOUNTING OFFICE 
STATEMENT OF JOSEPH CAMPBELL, COMPTROLLER GENERAL 


LETTER TO SUBCOMMITTEE 


Senator Macnuson. I hope you will excuse me, because I am 
going over into the Supreme Court, but the Senator from Michigan 
and the Senator from North Dakota will hear your short statement. 

Senator Porrer (presiding). Mr. Campbell, we will make your 
letter to the chairman a part of the record at this point, and a sum- 
mary of your justifications. 

(The information referred to follows:) 


CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, April 8, 1958. 
Hon. Warren G. MacGnuson, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill for 1959, Committee on Appropriations, United States Senate. 


Dear Mr. CuatrMan: Reference is made to your letter of March 21, 1958, 
requesting that we advise you of any changes in the independent offices appro- 
priation bill, 1959, that are required in the public interest. 

The bill, as passed by the House on March 27, 1958, carries $37 million for 
salaries and expenses for the operation of the General Accounting Office for the 
fiscal year 1959, with a limitation of $2 million on expenses of travel. The action 
of the House represents a reduction of $1,300,000 from the budget estimates 
submitted to the Congress. 

The House committee in reporting the bill stated, insofar as the General Ac- 
counting Office is concerned, as follows: 

“The bill provides $37 million for this Office, which is an increase of $950,000 
over the current appropriation and a reduction of $1,300,000 in the amount 
requested. There are 5,405 employees at the present time, and the increase pro- 
vided is for additional auditors in the field.” 

Our estimates for fiscal year 1959 were prepared to cover only what we be- 
lieved to be the actual needs of the Office to continue and expand our audit 
coverage, particularly in the area of the huge defense expenditures. 

Since receiving your letter of March 21, 1958, however, we have thoroughly 
reexamined our staffing position and, while we consider our original estimates to 
be most realistic, we have decided to defer any request for additional funds 
until such time as we have obtained a sufficient number of qualified accountants 
to fill the vacancies we now have and the additional positions provided by the 
funds voted by the House. We are, therefore, asking for no changes in the bill. 

We have been advised by Mr. Cooper of your staff that we are to appear before 
your subcommittee on April 29, 1958, at 11 a. m. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 
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PREPARED STATEMENT 


Senator Porrer (presiding). Now do you have a short statement? 
Mr. CampseE... I do have one, Senator Potter, and I would like 
to proceed with it. 


(The statement referred to follows:) 


STATEMENT OF JOSEPH CAMPBELL, COMPTROLLER GENERAL OF THE UNITED STATES 


Mr. Chairman and members of the subcommittee: We appreciate your invita- 
tion to discuss the appropriation for the General Accounting Office for the 1959 
fiscal year. 


Our budget estimates, as submitted to the Congress, called for an appropriation 
of $38,300,000, of which $2.350,000 was for travel. The Independent Offices 
appropriation bill, 1959, as reported by the House Committee on Appropriations, 
and passed by the House on March 27, 1958, provides for an appropriation of 
$37 million with a travel limitation of $2 million. 

After action by the House of Representatives, we reexamined our position and 
concluded that while our budget estimates were most realistic, we would not 
request the Senate to restore the amount cut by the House. Your subcommittee 
was so advised by our letter of April 8, 1958. With the amount authorized by 
the House of Representatives, we will be able to make some increase in personnel 
engaged in accounting, auditing, and investigative work, but not to the extent 
we originally planned. 

Insofar as travel is concerned, we will make every effort to keep our expenses 
within the $2 million limitation authorized by the House. This may be difficult 
and in the event we find that we are unable to carry out the work we believe 
necessary within the travel funds made available to us, we will have to request 
additional funds in a supplemental appropriation bill. 

That concludes our statement, Mr. Chairman. We will be glad to answer any 
questions you may have. 


TRAVEL FUNDS 


Senator Porrer. What has been your experience with travel funds 
in the past? 

Mr. CampBELL. Senator, this year, we were hard put for travel 
funds, and the appropriations committees authorized us to use funds in 
our salary account for travel. This was accomplished by a provision 
in the Second Supplemental Appropriation Act, 1958, increasing our 
travel limitation. 

Senator Porrer. How much will you spend of your travel account 
this year? 

Mr. CampsBett. For this fiscal year we will spend close to $1,850,000. 
We may have a few thousand dollars left, but I doubt it. 

Senator Porrer. According to the House figure, you will have more 
funds available this year than last year. Will that include more 
employees? 

Mr. Camppetu. It will include some additional employees. Our 
travel, of course, is directly related to the number of employees on 
our staff. If we cannot keep our men in the field they just are not 
any good to us. 

Senator Porrer. Your appropriation lest year was $36,550,000. 
The House recommended tor this year $37 million. That would be 
additional funds for your personnel. 

Mr. CampsBe.u. Personnel and additional travel. 

Senator Porrer. And additional travel. 

Are there any questions. 

Senator Youna. I have no questions. 

Senator Porrrer. Thenk you, Mr. Campbell. 

The committee will be in recess until 10 o’clock tomorrow morning. 

(Whereupon, at 11:55 a. m., Tuesday, April 29, 1958, the committee 
recessed, to reconvene at 10 a. m. on Wednesday, April 30, 1958.) 
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WEDNESDAY, APRIL 30, 1958 


Unrrep States Senate, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in room G-16, 
the Capitol, Hon. Warren G. Magnuson, chairman of the subcom- 
mittee, presiding. 


Present : Senators Magnuson, Ellender, Robertson, Dirksen, Salton- 
stall, and Young. 


FEDERAL TRADE COMMISSION 


STATEMENTS OF ROBERT T. SECREST, COMMISSIONER; HARRY A. 
BABCOCK, EXECUTIVE DIRECTOR; ROBERT M. PARRISH, SECRE- 
TARY; WILLIAM P. GLENDENING, CHIEF, DIVISION OF BUDGET 
AND FINANCE; JOHN T. LOUGHLIN, ASSISTANT GENERAL 
COUNSEL; JOSEPH E. SHEEHY, DIRECTOR, BUREAU OF LITIGA- 
TION; SHERMAN R. HILL, DIRECTOR, BUREAU OF INVESTIGA- 
TION; CHARLES E. GRANDEY, DIRECTOR, BUREAU OF CON- 
SULTATION; AND SIMON N. WHITNEY, DIRECTOR, BUREAU OF 
ECONOMICS 


LETTER TO SUBCOMMITTEE 


Senator Magnuson. The committee will come to order. 

For the purposes of the record, in 1958 the budget gave you 
$5,950,000. The budget estimate for 1959 is $6,025,000, and the House 
cut you back to the original 1958 appropriation, or minus $75,000, and 
you are asking for that restoration, I understand ¢ 

Mr. Secrest. Yes, sir. 

Senator Macnuson. We will put in the record at this point a letter 
to the chairman of this committee, dated April 22, from the Chairman 
of the Federal Trade Commission, as well as the summaries from your 
justifications. 

(The information referred to follows:) 


FEDERAL TRADE COMMISSION, 
Washington, April 22, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of Independent Offices Appropriations, 
United States Senate, Washington, D. C. 

Deak CHAIRMAN MaGnuson: In your letter of March 21, 1958, you asked me 
to advise you of any changes required in the public interest in the independent 
offices appropriation bill for the fiscal year 1959 (H. R. 11574). 

The appropriation bill would give the Commission $5,950,000. This is $75,000 
less than was requested. The bill also limits travel expenses to $251,250, a re- 
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duction of $8,750 below the requested amount. It is our request that the $75,000 
be restored and the travel limitation be raised to $26,000. This will be ac- 
complished by striking out “$251,250” and $5,950,000” on page 8, line 14, and 
substituting “$260,000” and “$6,025,000,” respectively. 

The modest increase requested by the Federal Trade Commission will provide 
no increase in personnel. We ask only for enough money to maintain the staff 
authorized for the current year plus an additional $25,000 for clinical testing 
of medicines and drugs. Maintenance of the present staff requires $14,250 for 
the civil service retirement fund. The remaining $35,750 of our $75,000 requested 
increase will provide funds to fill out the salary and travel requirements for 
employees hired under fiscal 1958 authorization. 

The request for $25,000 for clinical testing warrants special consideration 
because the smallness of the sum belies its importance. We need this money 
to challenge more effectively what we believe are extravagant claims for the 
benefits of certain new medicinal preparations. At the risk of oversimplifying 
the problem, what is happening is this: New discoveries in the drug field are 
advertised as panaceas before their real properties can be fully evaluated. To 
determine where proven virtues end and false claims begin poses an investiga- 
tive workload beyond the capacity of our present staff and funds. Moreover, 
our lack of money for clinical testing has emboldened certain makers of proprie- 
tary drugs to extend their sweeping curative claims. They also are aware that 
the courts in deciding drug cases now are giving considerable weight to clinical 
tests. The funds requested will help us overcome this disadvantage and will 
save the public many times over these amounts in money spent for spurious 
remedies. 

The reduction of $8,750 in authorized travel funds will restrict the proper 
utilization of our staff. The eflect is to delay and curtail investigations and 
trials and thereby deprive the Commission of full value for money spent on 
salaries of field investigators and trial attorneys. 

Your attention is invited to H. R. 1543, which accompanied the appropriation 
bill, in which the House Appropriations Committee stated that the Federal Trade 
Commission received an increase of $400,000 for 1958 fiscal year. While we did 
receive an increase of $400,000 in fiscal year 1958, $324,000 of this amount was 
for transfer to the Civil Service Commission as a result of Public Law 854, 
84th Congress, which requires each agency to contribute to the employees retire- 
ment fund. Therefore, only $76,000 rather than $400,000 was actually for in- 
creased operations within the Federal Trade Commission. 

Because of the need for restoration of the $75,000 for fiscal year 1959 we 
would appreciate the opportunity to present this matter at a hearing. 
Sincerely yours, 

JOHN W. GwyNNe, Chairman. 


Obligations by activities 




















Actual, Allotment, Requested, Increase or 
fiscal year fiscal year fiscal year decrease 
1957 19 1959 
Antimonopoly: 
Investigation and litigation _ ___- -| $2,539, 660 $2, 750, 900 $2, 781, 850 $30, 950 
Trade practice conferences and small busi- 
se se oe IS + 79, 540 91, 700 | 91, 900 | 200 
Economic and financial reports. i ats te taleal 514, 650 532, 400 | 533, 700 1, 300 
Deceptive practices: 
Investigation and litigation 1, 130, 770 1, 232, 800 1, 277, 100 44, 300 
Trade practice conferences and small busi- 
ness 159, 080 183, 400 183, 850 450 
Wool, fur, and flammable fabrics enforce- 
MISA LOL SSSR. ose) Sob 5 ck 350, 650 362, 400 363, 300 900 
Insurance and trademarks. ____- cme 103, 220 101, 600 101, 800 | 200 
Executive direction and manageme Wee: f-c3. 5 352, 650 371, 100 372, 000 | 900 
AdGminisivation................ ctieiocn qshet tetas 286, 203 323, 700 319, 500 | —4, 200 
NSS Sebo te te anasiontuamneie joni 5, 516, 423 5, 950, 000 6, 025, 000 000 75, 000 
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Obligations by objects 


Actual, Allotment, | Requested, | Increase or 
7 year fiscal year fiscal year decrease 





57 1958 1959 

Ge TSU CAI COOE, 5 Soares $4, 870, 470 $5, 073, 000 $5, 100, 000 $27, 000 
Cis FN hilo du wig bhp e nin Biden hms 225, 081 251, 250 260, 000 8, 750 
03 Transportation of things. ....-..--.....--.- 6, 407 7, 650 SE Bsitcatacmmnsethe 
04 Communication services. -..-..........----- 59, 715 67, 000 GE a wedacocdeus 
05 Rents and utility services_.-......--.- al 27, 288 18, 500 eh BE ec ccks entices 
Printing and reproduction. - --.--- 50, 466 46, 000 Gee tse 

07 Other contractual services_-_.--...--- & 62, 773 77, 600 102, 600 25, 000 
08 Supplies and materials. .-..........--- e 75, 453 62, 000 fC) eee 
IID oe cc aps ns ania igi bile apodeme 128, 985 23, 000 LED Wiarsic-eypetnieatatas 
11 Grants, subsidies, and contributions - -.-...|.......-.-.--- 324, 000 338, 250 14, 250 
13 Refunds, awards, and indemnities_.-......- 9, 785 7 mated soca lts en cldhdetoee aoc anda Aiea mane 
BCR dc tree de neweesingni neennanan 5, 516, 423 5, 950, 000 6, 025, 000 75, 000 


REQUEST FOR RESTORATION OF HOUSE CUTS 


Senator Magnuson. You may proceed. 
Mr. Secrest. Now, two paragraphs of that letter, I think, explain 
the position of the Federal Trade Commission. 


The appropriation bill would give the Commission $5,950,000. This is $75,000 
less than was requested. The bill also limits travel expenses to $251,250, a re- 
duction of $8,750 below the requested amount. It is our request that the $75,000 
be restored * * * 

The modest increase requested by the Federal Trade Commission will provide 
no increase in personnel. We ask only for enough money to maintain the staff 
authorized for the current year, plus an additional $25,000 for clinical testing of 
medicines and drugs. Maintenance of the present staff requires $14,250 for the 
civilservice retirement fund. The remaining $35,750 of our $75,000 requested 
increase will provide funds to fill out the salary and travel requirements for 
employees hired under fiscal 1958 authorization. 


Senator Magnuson. You might as well read into the record that 
request for $25,000 for clinical testing. 
Mr. Secrest (reading) : 


The request for $25,000 for clinical testing warrants special consideration be- 
cause the smallness of the sum belies its importance. We need this money to 
challenge more effectively what we believe are extravagant claims for the bene- 
fits of certain new medicinal preparations. At the risk of oversimplifying the 
problem, what is happening is this: New discoveries in the drug field are adver- 
tised as panaceas before their real properties can be fully evaluated. To de- 
termine where proven virtues end and false claims begin poses an investigative 
workload beyond the capacity of our present staff and funds. Moreover, our 
lack of money for clinical testing has emboldened certain makers of proprietary 
drugs to extend their sweeping curative claims. They also are aware that the 
courts, in deciding drug cases now, are giving considerable weight to clinical 
tests. The funds requested will help us overcome this disadvantage and will 
save the public many times over these amounts in money spent for spurious 
remedies. 


Senator Magnuson. All right. The rest of the letter has already 
been put into the record in full. Of course, that work is part of the 
direction that we gave the Federal Trade Commission some time ago, 
which you recall, on the study that is going to be made on the drugs. 

Mr. Secrest. Right. 

Senator Maenuson. Is that study near completion ? 

Mr. Secrest. The study, I would say, is near completion. There 
are differences, because some 20 people worked on it, and the differ- 
ences will be reconciled. The Commission will make the report. I 
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think that the investigation you ordered has produced some results, 
because the Commission on * a 5 ordered a formal investiga- 
tion of price-fixing and misuse of patents, and that is going on, in ad- 
dition to the economic report. I do not want to comment on what 
the result will be as to that investigation, because it may lead to com- 
plaints, and it may not. 


HIGH PRICE OF DRUGS 


Senator Magnuson. I wrote the Commission, I think 3 or 4 times in 
the past 3 or 4 months, regarding this because I, as well as many Sena- 
tors, have received a tremendous amount of mail on the high price of 
drugs. Of course, our answer has necessarily had to be that the Fed- 
eral ‘Trade Cominission is making this investigation and we are await- 
ing the report. I understand, however, that you have completed part 
of the report that deals with the prices alone ? 

Mr. Secrest. Well, there is a completed draft of the report. 

Senator Magnuson. On the prices alone? 

Mr. Secrest. Well, there will be, 1 think, a followup on prices. We 
are getting everything that can be had, but I think there may be a 
more complete pricing report, and the pricing, of course, would enter 
into this formal legal investigation of price fixing. 

Senator Macnuson. That is a different matter that you will have to 
decide. 

Mr. Secrest. That is right. 

Senator Macnuson. But the cold fact of the spread in the prices 
from the cost of production; I understand you have gone into that 
quite deeply ¢ 

Mr. Secrest. Oh, yes; that will be complete in the report. 


USE OF PATENTS 


Senator Macnuson. Then, of course, you stil] have the matter of 
the use of patents? 

Mr. Secrest. That is right. 

Senator Macnuson. You have the question of whether that is being 
abused or not, to keep prices up ? 

Mr. Secrest. That is right. There will be in the report a very com- 
plete ‘discussion of the patent situation, which is completely apart 
from any formal action, and we want to make it a completely fair 
report to industry, and that is why we are giving it a careful study, 
and that is why it is taking a good bit of time. 

Senator Magnuson. Do you anticipate that you might have this 
ready by sometime in June? 

Mr. Secrest. I would hope that it would be ready in June. In fact, 
I think it will be. 

Senator Macnuson. The reason I suggest that is this: If there is 
any need for some congressional action, we should like to have it before 
we get too close to the end here. 

Mr. Secrest. I would think in June it should be finished. 

Senator Macnuson. Do you have enough field staff to take care of 
this now ? 

Mr. Srcresr. Yes. On the report, we have enough for that, and 
there are 7 people, 6 working full time, on the formal investigation, 
under the supervision of the Washington branch manager. 
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COMMUNICATIONS 


Senator Maanuson. I want to place in the record at this point a 
letter from Senators Manfield and Murray regarding this matter, 
which they feel so keenly about that they even suggest that we add 
some money now, but I would think that we had better let that request 
lay until the report is made, and then you will know what to do in 
the future and then you can set it out in your budget. 

Mr. Secrest. I think that will be better, because we do not know 
what that investigation will show. It is a very complete one, or will 
be. 

Senator Macnuson. Also, insert in the record at this point the 
extension of remarks of Hon. Frank Thompson, Jr., of New Jersey, 
on this matter, and some other letters that I have relating to not 
only public officials but consumer organizations and other people deeply 
interested. 

(The material referred to follows :) 


UNITED STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
April 15, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices Appropriations, Senate 

Committee on Appropriations, United States Senate, Washington, D. C. 

Dear Mr. CHAIRMAN: H. R. 11754, the independent offices appropriations bill 
for 1959, appropriates $5,950,000 to the Federal Trade Commission, of which 
$330,800 is intended for its Bureau of Consultation. 

We urgently recommend to your committee that it increase the Federal Trade 
Commission budget $100,000 beyond the amount reqyucsted, and that this money 
be allocated to the Bureau of Consultation. 

The increase of $100,000 would be used to eliminate deceptive practices, such 
as— 

1. Deceptive pricing, which offers false bargains, $50 value for only $25, 
when in fact the regular price is $25.00 or less; 

2. Preticketing, practiced by manufacturers who insert fictitiously high 
price tags in consumer goods from which the retailer is expected to reduce 
the selling price; and 

3. Bait advertising, the offer of goods for sale at a fantastically reduced 
price in order to lure customers for more expensive merchandise, when 
there is no sale intended at the reduced price. 

These and similar fictions deceive large masses of consumers, artificially raise 
the cost of living and destroy honest competition. The Bureau of Consultations 
has the authority and legal procedures best adapted for an immediate rollback 
of these vicious practices. An increased appropriation for this purpose is vitally 
necessary at this time. : 

tnclosed are remarks of Congressman Frank W. Thompson, of New Jersey 
which are pertinent to this matter, and a staff memorandum detailing the 
practices, their extent, and the legal methods available for their elimination. 

With best personal wishes, we remain, 

Sincerely yours, 

JAMES E. Murray, 
United States Senator. 

MIKE MANSFIELp, 
United States Senator. 


Tue Briecest Fravup IN Our Economic History Is tHE Ficririous PRICING 
Now UsED IN THE SALE OF CONSUMER Goops—EXTENSION OF REMARKS OF 
Hon. Frank THOMPSON, JR., OF New JERSEY, IN THE House or REPRESENTA- 
TIves, TUESDAY, MaRcH 25, 1958 es 





Mr. THompson of New Jersey. Mr. Speaker, the independe 
ation bill for 1959 correctly increases the appropri 
ernment in fields which will tend to alleviate unemployment. 


\ nt offices appropri- 
ations for operations of Gov- 
However, our 





46 INDEPENDENT OFFICES APPROPRIATIONS, 1959 


present economic distress has another factor, the rising cost of living. I find 
little in this bill which bears directly on the cost of living except an increase of 
$100,000 for the Securities Exchange Commission to protect buyers of securities 
from fraud and deception. I find nothing in the bill to afford similar protection 
to the great mass of consumers. 

This Congress can and should provide the same protection against fraud and 
deception to the housewife, the small-wage earner, and the social-security pen- 
sioner. An increased appropriation of $100,000 to the Bureau of Consultation 
of the Federal Trade Commission will protect people now grievously injured 
by fraud and deception in the sale of consumer goods. 

Purchasers of securities have special problems concerning fraud and deception, 
but the consumer of necessaries of life has even greater problems avoiding the 
deception worked on him every day in the marketplace. The biggest fraud in 
our economic history is the fictitious pricing now generally used in the sale of 
all consumer goods. And there is every indication the fraud will grow in extent 
and viciousness as competition increases for the disappearing consumer dollar. 

Fictitious and deceptive pricing, the offer of phony bargains, have been en- 
countered in one form or another by every member of this body who has shopped 
for food, clothing, appliances, or whatever, within the past year. It is acknowl- 
edged by the better business bureaus, the voluntary trade associations, and the 
Federal Trade Commission as the most prevalent, pernicious, and destructive 
fraud presently deceiving the consumer. 

Deceptive pricing usually offers: $50 value, now only $25, when the actual 
price of the article offered has never been more than $25; or even worse, $50 
value, now only $25, when the actual price of the article offered has never been 
more than $17.50. It artificially raises the cost of living and deprives the house- 
wife, the smali-wage earner, and the social-security pensioner of the real bar- 
gains they so eagerly seek and now so sorely need. 

We can stop this practice. The Bureau of Consultation of the Federal Trade 
Commission has developed techniques of enforcement sufficient to stamp out such 
cheating. Within the last year, in spite of a personnel shortage, it has success- 
fully attackeu two closely allied deceptions, bait advertising and preticketing. 

The Bureau of Consultation, by use of its trade-practice rules, has defined 
bait advertising for one industry, and in cooperation with the business com- 
munity is obtaining enforcement in several industries. Bait is an offer to sell 
a line of merchandise at a ridiculously low price in order to coax buyers into 
the advertiser’s store. Salesmen then pressure and persuade a_ prospective 
buyer to purchase more expensive equipment on display. The bait line can 
never be found, or has already been sold out before the first buyer arrives in 
the store. 

Preticketing is now prohibited in several industries. The practice was used 
by manufacturers and packagers, usually under competitive pressure by their 
retailers. The packager merely inserted a price tag bearing a fictitiously high 
price in the package containing the manufactured article. The retailer then 
could point to the fictitiously high price tag as proof that he, the retailer, had 
reduced prices on this bargain. 

But these are only allied to the principal evil, which is fictitious, fraudulent 
pricing. And that deception must be eliminated if the consumer is to have an 
even break in the market place. 

I have looked through the hearings of our Appropriations Committee, its re- 
port on this bill and bill itself. While I note information regarding the 
availability of the Federal Trade Commission’s Bureau of Consultation, its 
trade practice rules and advertising-guide procedures to eliminate fraud between 
the buyer and seller of consumer goods, the bill does not provide funds sufficient 
to apply these powers for protection of the large mass of consumers. The pur- 
chaser of the necessaries of iife should receive the same protection we are will- 
ing to afford the purchaser of investment securities. 

I am deeply concerned that this Congress may allow one of the Federal Gov- 
ernment’s most vital powers to protect the consumer to be crippled by lack of 
funds in a year when its use is desparately needed. 

I support this bill in other particulars. I contend. however, that the con- 
sumers of food, clothing and other necessaries should have at least another 
$100,000 worth of the same protection we are willing to give purchasers of in- 
vestment securities. 
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INTEROFFICE MEMORANDUM 


To: Senators James E. Murray and Michael J. Mansfield. 
From: Senate staff. 
Subject: Appropriations for industrywide enforcement procedures in Federal 
Trade Commission. 
SUMMARY 


Mission of principal bureaus of Federal Trade Commission : 

1. Investigation.—Case-by-case investigation of violations of act, recommenda- 
tions for proceedings to eliminate individual violation investigated. 

2. Litigation—Case-by-case prosecution of individual violations referred by 
Bureau of Investigation and others. 

3. Consultation—Case-by-case administrative handling of certain individual 
violations, and small business advisory service for individual case. 

Industrywide enforcement procedures to bring entire industries into compliance 
with Federal Trade Commission acts. 

Appropriations for principal bureaus of Federal Trade Commission: 

1. Case-by-case methods in investigation and litigation proposed to be about 
the same in this budget as in the last. 

2. Industrywide methods in consultation proposed to be maintained at present 
level. 

Recommendation for changes in proposed budget: 

1. Maintain appropriations for case-by-case Bureaus. 

2. Increase by $100,000 appropriation for industrywide methods in Bureau of 
Consultation. 

Benefits of industrywide methods in Bureau of Consultation : 

1. Protection for large groups of ultimate consumers of products of entire 
industries from deceptive and unfair practices. 

2. Cooperation from private groups to assist FTC enforcement without Goy- 
ernment financial assistance. 

3. Benefit to individual businesses in retaining relative competitive position 
while undergoing changes from unfair and discriminatory practices to full com- 
pliance with the law. 

It is believed the following discussion might be helpful in future budget hear- 
ings involving the Federal Trade Commission: 

The Federal Trade Commission, one of the independent agencies, is engaged 
in enforcement of laws against unfair and discriminatory practices in commerce 
among the several States. It is additionally charged with protection of the ulti- 
mate consumer against deceptive practices. It has three principal bureaus 
in its enforcement offices: The Bureau of Investigation, the Bureau of Litigation, 
and the Bureau of Consultation, which deal with the problems of trade practices 
in the everyday flow of commerce. There are other units within the Commission 
handling specialized tasks. 

The Bureau of Investigation, as its name implies, handles investigation of un- 
fair and discriminatory practices and recommends methods to eliminate them. 
Its machinery is principally moved by complaint from private citizens or busi- 
nesses. The Bureau of Litigation is concerned with the processing after investi- 
gation of those cases which have to be brought to formal action, that is, the 
institution of formal administrative hearings before hearing examiners and the 
courts. The Bureau of Consultation administers the voluntary methods of en- 
forcement, that is, the informal consent agreements and small business advisory 
services for individual cases, and the trade practice conferences and advertising 
guides for industrywide preventive law enforcement. 

The methods of the Bureau of Investigation and Bureau of Litigation are 
necessarily the case-by-case methods of enforcement which select an individual 
or individual businesses for punitive action and follow through on that single case 
until its completion. The individual or business selected is the focus of the pro- 
ceeding regardless of whether other businesses of the same nature are engaged 
in the same prohibited practice. To the individual, whose only excuse for con- 
tinuing an unfair practice may be that all his competitors are doing likewise, an 
insufficient excuse in law, the case-by-case method appears, and may be, prac- 
tical competitive discrimination against him by the Federal Government. Recog- 
nition of the discriminatory effect of this method was given by a Federal court 
in Chicago in the Niehoff case, recently appealed to the Supreme Court and de- 
cided in favor of the Commission; in that case the local court entered an order 
in favor of the Commission but suspended its enforcement until all of Niehoff’s 
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competitors could likewise be brought under order—an obvious attempt to pre- 
serve the respondent’s competitive status in the industry while giving effect to 
the laws against unfair trade practices. 

The methods of the Bureau of Consultation are the so-called voluntary meth- 
ods. They are designed to clean out present abuses promptly in entire industries 
and prevent future violations. These procedures are as follows: (1) Stipula- 
tion, available in certain cases to individual businesses, primarily an agreement 
to cease and desist from the prohibited practice, always accompanied by pub- 
licity of the violation and the promise to desist; (2) small business unit, advice 
on problems concerning Trade Commission acts which might affect the opera- 
tion of small businesses—strictly informal and nonbinding on either the applicant 
or the Commission; (3) Trade practice conferences, available to industries on 
application usually of industry members, to cause all businesses within that in- 
dustry to abide by a set of regulations designed to eliminate unfair practice and 
unfair competition; strictly enforced, administered by Commission personnel, 
with stenographic records of industry meetings, and notice to antitrust agencies— 
violations of rules promulgated in consequence of such conferences are turned 
over to Bureau of Investigation for initiation of punitive action if merited; (4) 
advertising guides, a unilateral action of the Commission proposing rules and 
regulations advising the Commission staff and industry what practices either 
within a particular industry or common to many will be considered unfair and 
subject to prosecution. In all instances guides are distributed to industry mem- 
bers to advise them exactly where the Commission will draw the line on ob- 
jectionable practices and under what circumstances the individual may expect 
prosecution, enforcement of violations referred to Bureau of Investigation to 
initiate punitive action if merited. 

It may be observed the latter two methods are designed for fullest possible 
voluntary compliance with the law in entire industries, for the benefit of large 
groups of ultimate consumers, with all businesses in the industry subjected simul- 
taneously to the same regulations and placed at no competitive disadvantage 
in desisting from the objectionable practice. In fact, each business obtains a 
financial interest in abiding by the law and seeing that its competitor does like- 
wise. These methods are called voluntary because a continuing opportunity is 
given to the individual to know the law and comply with its provisions without 
eoercion in the first instance. National and local private and semiprivate organ- 
izations, such as the better business bureaus and the Advertising Federation 
have a particular interest in the use and expansion of these facilities. Proper 
supervision and honest administration of the rules and guides prevent violations 
of the antitrust acts and the various price-fixing combinations and discrimina- 
tions previously possible under so-called business codes. 

While each year the Congress has favored the Federal Trade Commission with 
appropriations believed necessary to carry out its work, these appropriations 
have been designed for and expended on the case-by-case methods in the Bureau 
of Investigation and the Bureau of Litigation. Yet, from the sheer size of the 
economy, and its methods of distribution of goods, it is not possible for the Com- 
mission to operate effectively on a case-by-case basis without appropriations of 
astronomic proportions. As a result, the Commission’s field is restricted to a 
relatively few businesses selected by miscellaneous complaints from private 
sources. It is not able to use this method for general nationwide enforcement 
of the trade laws. 

In contrast, the Bureau of Consultation, which has already developed the 
legal instruments of enforcement for use in entire industries and has demon- 
strated their utility, while maintaining the legitimate competitive status of 
individual businesses within the industry, has suffered reduction in appropria- 
tions, has lost more than 20 percent of its personnel in recent years, and this 
year will receive no expansion of its annual appropriation under the proposed 
budget. 

The Bureau of Consultation within the last few years, in spite of lost per- 
sonnel and budget reduction, has increased its activities in trade practice con- 
ference rules to eliminate industrywide unfair trade practices, and in advertising 
guides to obtain effective compliance in those industries blatantly deceiving large 
groups of consumers. 

Two of the most noted and effective enforcement efforts made by the Trade 
Commission within the last few years have been made through the Bureau of 
Consultation in the form of advertising guides for the cigarette and the rubber- 
tire industries. Additional matters under consideration for other industries of 
wide consumer significance are delayed for lack of trained personnel and suffi- 
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pad — to supervise industries whose deceptive practices are sought to be 
cur A 

A detailed breakdown of this type of activity is as follows: Trade practice 
conference rules, 34 industries in last 3 years; advertising guides, 2 industries 
with sales over $7 billion annually; under consideration, approximately 5 more 
industries, with sales totaling more than a billion dollars annually in 1 industry 
alone. 

It is imperative that action be taken within the immediate future in all 
fields and industries making sales to the public to eliminate a prevalent and 
vicious deceptive practice called deceptive pricing, or fictitious or comparative 
pricing. It has a direct, though statistically undetermined, adverse effect on 
consumer prices. 

BDssentially, deceptive pricing is this: 

An article is priced and advertised as follows: “Formerly $25, now $17.50”; 
or, “Blank’s Store slashes prices—$50 value, now selling for $25.” In truth and 
in fact, the articles advertised were never intended to and never do sell at the 
first-quoted price, but have always been sold at the purported reduced price. 
The consumer is deceived by the advertising to believe that he has actually 
obtained a bargain. An extension of this practice is a quotation of a fictitiously 
high price at which the article has never been sold and a purportedly reduced 
price which is even higher than the regular price. 

There is no real necessity to point out the prevalence of this practice. Any 
person who has bought goods in any store within the past year has encountered 
a variation of this theme of deception. 

Two collateral practices closely associated with deceptive prices have been 
attacked recently by the Bureau of Consultation through use of its trade prac- 
tice conference rules. These are the practices of preticketing and bait advertis- 
ing. The first involves a manufacturer who, usually under pressure from his 
retailers, places a price tag on his manufactured article when it is packed. The 
tag quotes a fictitiously high price at which the article will not be sold, but to 
which the retailer will point as proof that he, the retailer, has reduced the price. 

The second practice is the deceptive pricing and offer of a single item to bring 
customers into the place of business. A fantastic price is quoted, for example, 
on television sets: “$250, 14-inch television set—now, only $50.” A brand name 
well known to the public is usually mentioned in such advertising, and the 
buyers interested in a new television set of that make seek to take advantage of 
the purported price cut. Actually, when the customer responds to the offer he 
is solicited to buy more expensive equipment. In fact, the deceptive price and 
purported offer are not available to any customer, and no sale is intended of such 
offered goods. 

The Commission, through its Bureau of Consultation, issued in 1 set of rules 
affecting only 1 industry a rule which specifically defined and prohibited bait 
advertising. Thousands of copies of this rule were obtained by voluntary asso- 
ciations for distribution to other dissimilar industries for information and 
use by individual industry members. Compliance with this rule is, therefore, 
effectively aided by the voluntary cooperation of industry members and busi- 
ness associations to an extent the Trade Commission itself could not finance. 

Promulgation and effective administration of a rule against the primary 
evil, deceptive pricing, requires allocation of sufficient funds to procure, train, 
and assign competent personnel. To state the rule without providing competent 
supervision is equivalent to adding one more deception to the buyer’s confusion— 
the belief that fictitious pricing has been eliminated, contrary to fact. 

Under the circumstances, it appears that the best hope of the Trade Commis- 
sion to obtain a measure of effective control of unfair and deceptive practices in 
commerce is not being fully utilized for lack of sufficient funds. This is not 
to say that requested funds are unnecessary for other bureaus, such as investi- 
gation and Litigation. On the contrary, case-by-case prosecution is vitally neces- 
sary in support of an industrywide program to force violators of rules to com- 
ply and make rule observance worth while to those who voluntarily comply. 

It is, therefore, suggested that an increaase of $100,000 in funds be granted 
to the Commission for use in the Bureau of Consultation to procure, train, 
and assign competent personnel for administration of an expanded industry- 
wide program of enforcement, and that the Commission report on this expan- 
sion and additional work undertaken and accomplished through the voluntary 
procedures at future hearings on budget matters. 
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Senator Macnuson. If there is nothing further, we thank you very 
much. 
Mr. Secrest. Thank you, Senator Magnuson. 


HOUSING AND HOME FINANCE AGENCY 


STATEMENTS OF ALBERT M. COLE, ADMINISTRATOR; WALKER 
MASON, DEPUTY ADMINISTRATOR; JOSEPH B. GRAVES, JR., 
EXECUTIVE SECRETARY, VOLUNTARY HOME MORTGAGE CREDIT 
PROGRAM; JOHN M. FRANTZ, AGENCY BUDGET OFFICER; JOHN C. 
HAZELTINE, COMMISSIONER, COMMUNITY FACILITIES ADMINIS- 
TRATION; RICHARD L. STEINER, COMMISSIONER, URBAN RE- 
NEWAL ADMINISTRATION; NORMAN P. MASON, COMMISSIONER, 
FEDERAL HOUSING ADMINISTRATION; CHARLES E. SLUSSER, 
COMMISSIONER, PUBLIC HOUSING ADMINISTRATION; AND 
J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL NATIONAL 
MORTGAGE ASSOCIATION 


BUDGET ESTIMATE 


Senator Macnuson. For the purposes of the record, the total ap- 
propriation in 1958 for the Housing and Home Finance Agency was 
$120,170,000. The budget estimates for 1959 are $197,050,000. The 
House recommended $187,300,000, or a plus over the 1958 appropria- 
tions of $67,130,000, but minus $9,750,000 of the 1959 estimate, and I 
understand that the Agency is asking for restoration of $3,100,000; is 
that correct ? 

Mr. Cote. That is right. 

Senator Magnuson. Then there has been, since you have been to 
the House, a new budget estimate under the heading of “Limitation 
on administrative expenses, Office of Administrator, public facilities 
loans,” asking for an increase of $200,000. 

Mr. Core. That is right—in Senate Document No. 94. 

Senator Maenuson. All right. We will place in the record your 
letter to the chairman, dated April 23, and you can proceed then on 
the amount of the cut. 

(The letter referred to follows :) 

HOUSING AND HOME FINANCE AGENCY, 


OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., April 23, 1958. 





Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Subcommittee, 
of the Appropriations Committee, 
United States Senate, Washington, D. C. 

Dear Mr. CHAIRMAN: This is in response to your recent letter with respect to 
the forthcoming hearings by your committee in connection with the independent 
offices appropriation bill for 1959, H. R. 11574. 

We respectfully request the privilege of appearing before your committee in 
connection with some 10 amendments which we recommend be made in the bill 
as passed by the House. There are attached the required number of copies of 
each proposed amendment in the form prescribed by the committee. 

In our appearance before the committee, we shall, of course, be happy to dis- 
cuss any other matters connected with the fiscal 1959 budget program of the 
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Agency, regardless of whether they are involved in the recommended amend- 
ments. 


Sincerely yours, 
ALBERT M. Coie, Administrator. 


Hovustne aNp Home Finance AGENCY 


Reference list of Senate amendments requested 











Union Calendar bill 















Amendments beers fh erence i borage 
Page No. | Line No. 
TITLE I | 
Office of the Administrator: i 
Salaries and expenses: 
Sy “Tempeh Os 6 skies onde cht égds sh o3 canceniagos cenay dad dese 17 7 
Sic, sans 2... aati ic cemeeethian eeSteniinieannidh aoe eames ieee ERE 17 9 
3. Language amendment eetied viel 17 10 
Wee WI I i a sig oes Ui iin ese Recice enh 18 11 
Reserve of planned public works (payment to revolving fund)-.....-.-...-._...- 18 16 
Public Housing Administration: Administrative expenses__-.....-.-.-.-...-.-..-..- 19 5 





; TITLE It 
Office of the Administrator: | 


Public facility loans: Administrative expenses..........-......--.-.---.-_.-..--- 39 

Revolving fund (liquidating programs): Language amendment-___-.-.-...-.-.-_- | 40 | 13 
42 
44 





Federal National Mortgage Association: Travel limitation 
Public Housing Administration: Nonadministrative expense limitation 


NoTe.—Page and line number references are identical in the act in the Senate. 


HOUSING AND HOME FINANCE AGENCY 
OFFICE OF THE ADMINISTRATOR 


SALARIES AND EXPENSES 


Jstimate, $8,850,000. Proposed by committee, $8 million. In act, $8 million. 
(House hearings, pt. 2, pp. 959-1011) 


(1) Page 17, line 7, strike out “$400,000” and insert in lieu thereof “$467,000”, 
an increase of $67,000 above the amount allowed by the House Committee and a 
decrease of $5,000 below the budget estimate. 

(2) Page 17, line 9, strike out “$8,000,000” and insert in lieu thereof “$8,- 
750,000”, an increase of $750,000 above the amount allowed by the House Com- 
mittee and a decrease of $100,000 below the budget estimate. 

(3) Page 17, lines 10-12, strike out the following: “That of the foregoing 
amount $6,000,000 shall be available for administrative expenses of urban re- 
newal programs, Provided further,”. 


HOUSE REPORT 
(Pertinent excerpts, H. Rept. No. 1543, p. 11) 


“Office of the Administrator—The bill contains $8 million for salaries and 
expenses of the Office of the Administrator, which includes the operating pro- 
grams of the Community Facilities Administration and the Urban Renewal Ad- 
ministration. The amount provided is an increase of $620,000 over the current 
year and a reduction of $850,000 in the budget estimate. The workload related 
to urban renewal activities has been increasing steadily as projects reach the 
construction stage, and $6 million is earmarked in the bill for administrative 
expenses for the urban renewal program. The committee has specifically denied 
$100,000 requested for defense planning activities.” 


JUSTIFICATION 


1. Limitation on expenses of travel 

The “Salaries and expenses” appropriation to the Administrator finances 
several major functions which necessarily require extensive travel. An impor- 
tant part of this travel limitation covers the regular travel requirements of 
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the investigative personnel of the Compliance Division and the staff of the Audit 
Branch. By far the largest portion of the balance is required for the slum 
clearance and urban renewal program, which cannot function effectively unless 
Agency representatives and technical specialists are able to keep in close and 
continuing contact with the hundreds of participating communities throughout 
the country. Approximately two-thirds of the travel funds requested under this 
head are used in the furtherance of the urban renewal programs. 

The House bill allows almost the full budget estimate for additional staff in 
connection with urban renewal, but denies two-thirds of the increase requested 
for travel funds. It must be pointed out that the usefulness of the additional 
employees hired will be greatly reduced if they are limited to desk operations 
for lack of travel funds. 

The amendment sought at this time would restore $67,000 of the $72,000 by 
which the House reduced the budget estimate. Full restoration of the limitation 
is not sought in view of the fact that the estimate for “Defense planning activ- 
ities” has been transferred to the appropriation for the Federal Civil Defense 
Administration by the budget amendment printed as Senate Document 89. 


2. Salaries and expenses 


The President’s budget contains an appropriation request in the amount of 
$8,850,000 to fund administrative expenses for six programs or activities for 
which the Administrator is responsible. These programs are as follows: 


General agency supervision Public works planning advances 

Consolidated compliance activities Urban renewal program 

Voluntary Home Mortgage Credit Pro- Defense planning activities 
gram 


The House report, as quoted above, indicates that the House committee has 
specifically denied the appropriation request of $100,000 for defense planning 
activities. In other sections of the House report the committee also specified that 
requests for defense planning expenses in the amount of $50,000 each were being 
denied for the Federal Housing Administration and for the Public Housing 
Administration. By a subsequent budget amendment (S. Doc. 89), the sum of 
these three requests for the HHFA—$200,000—was transferred to the appropria- 
tion estimates of the Federal Civil Defense Administration, and will be presented 
to the committee by that agency. 

In view of this budget amendment, the Agency’s present request provides only 
for restoration to the level of $8,750,000 for the fiscal year 1959—a reduction of 
$100,000 from the budget estimate. The requested restoration is designed to 
provide adequate funding for administrative expenses for the five programs 
(other than defense planning activities) listed above. 

Urban renewal.—The House report quoted above clearly indicates the direction 
of the committee that $6 million of the total appropriation be devoted to the 
expenses of conducting the urban renewal programs in fiscal 1959. The Agency 
fully concurs in the House finding that administrative expenses of this magnitude 
are urgently needed to provide full and effective support for urban renewal 
progress, especially in view of the rapidly increasing workload in the development 
stage, to which attention is called in the House committee report. In fact, even 
though the reduction made by the House in the estimate for urban renewal is 
minor from a percentage standpoint, the Agency strongly recommends that the 
Senate committee allow the budget estimate in full. 

At the present time, some 315 communities are participating in the title I 
program of slum clearance and urban renewal (and a great many more in the 
related program of urban planning assistance). More than 210 urban renewal 
projects have completed planning and are in the execution stage: by the end of 
next fiscal year, it is estimated that this number will have increased to almost 
400. With new cities constantly entering the program, and with this rapid 
increase in the number actually carrying out planned projects, the Agency be- 
lieves that the full budget request of $6,085,000 is fully justified to assure that 
the Government is able to perform creditably on its part of the joint Federal- 
local effort to eliminate and prevent slums. However, the remainder of the 
appropriation is grossly inadequate to fund the other programs and activities of 
the Office. For these programs, the House allowed only $2 million against budget 
requests totaling $2,665,000—or a cut of 25 percent in the funds requested for 
these programs, and below present staff to an extent which would require exten- 
sive reorganizations and reductions in force. 

General agency supervision.—‘General agency supervision” covers the cost of 
staff assistance to the Administrator for the supervision and coordination of the 





| 








INDEPENDENT OFFICES APPROPRIATIONS, 1959 53 


Housing and Home Finance Agency as a whole, and its programs. The budget 
request of $1,150,000 represented a slight reduction from the $1,200,000 available 
for these expenses during the current year, and this amount is regarded as the 
minimum necessary to provide for this essential, continuing activity. 

A reduction of 25 percent or more in this activity would cripple the Agency’s 
functions in such matters as the preparation and presentation in the President’s 
legislative and budget programs in the field of housing; staff service to com- 
mittees and individual members of the House and Senate in connection with 
housing matters; coordination of the various housing and community facilities 
programs ; etc. 

Consolidated compliance activities —Under applicable provisions of law, the 
Administrator provides consolidated compliance, investigative and inspectional 
functions for the entire Housing and Home Finance Agency. The budget request 
of $590,000 for fiscal 1959 is a modest increase over the $578,000 available for the 
current year—an increase which would permit the employment of two additional 
investigators. Although the volume of investigative activity is difficult to project 
into future periods, current experience is indicative of the need for additional 
staff. During the 9 months ended March 31, 1958, a total of 847 new investiga- 
tive cases were undertaken by the Agency’s Compliance Division—more than the 
831 cases assigned to the Division during the entire fiscal year 1957. 

A reduction of 25 percent or more in this activity would destroy the Adminis- 
trator’s present capacity to provide for and insist upon prompt and thorough 
investigation of all allegations of fraud, irregularity, or criminal violations in 
connection with the Agency’s programs; and would thus expose the public to 
abuse and the Government to criticism for failure to adequately protect the 
public interest in programs involving many billions of dollars. 

Voluntary Home Mortgage Credit Program.—The Administrator provides staff 
and supporting services and facilities for the National Voluntary Mortgage 
Credit Extension Committee and the 13 regional committees through which the 
program operates. Under this program, efforts are directed to facilitate the flow 
of private funds for FHA-insured and VA-guaranteed home mortgage loans into 
remote areas and small communities and to promote, in any area, the financing 
of housing available for occupancy by members of minority groups. 

During approximately 3 years of operations, the VHMCP has placed more than 
30,000 loans for some $300 million for families otherwise unable to obtain home 
financing on reasonable terms. Some two-thirds of these loans were for families 
in the $3,000 to $6,000 income range purchasing homes selling for from $5,000 to 
$11,000. 

During most of this year, the program has been in a transition stage. As the 
proportion of VHMCP applications for VA-guaranteed loans has declined, there 
has been a gradual increase in the volume of requests for FHA-insured mortgage 
loans. Although the total volume of new business has declined, there are en- 
couraging signs of progress in the placement of minority housing loans, certain 
military housing loans, and of loans in remote areas participating in the FHA’s 
“certified agent plan.” 

The budget request for fiscal 1959 for VHMCP was $425,000—a reduction 
from the $450,000 available for the current year. This reduction was possible 
as a result of the economy moves taken early in the current year to enable the 
VHMCP to stay within the administrative expense appropriation for 1958. 
These steps included the closing of two regional committee offices and the ter- 
mination by reduction-in-force of approximately one-fourth of the staff which 
had been assigned to the program as of the beginning of the current year. 

By its nature, this program is highly decentralized, functioning through 13 
very small regional offices mostly having only 2 or 3 employees. A reduction of 
25 percent or more would unquestionably seriously disorganize the operations of 
the program. 

Public works planning advances.—The program of advances for local public 
works planning—authorized under section 702 of the Housing Amendments of 
1955, as amended—has been expanding rapidly as local and regional interest in 
planning in advance for essential public works has expanded. The reservoir or 
shelf of engineering surveys, plans and specifications created as a result of the 
assistance afforded through this program represents a relatively substantial 
weapon in the arsenal of anti-recession measures that can be called upon in an 
emergency situation. 

The budget program forecasts a further expansion in the volume of new 
business under this program, plus the impact of the cumulative effect of business 
initiated in the current and prior fiscal years. The budget request of $500,000 
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represents a moderate increase over the amount available for the current year 
to provide for proper administration of the program. 

The House bill included most of the budget request for additional funds for 
making planning advances, since the bill includes an appropriation of $7 million 
out of the budget estimate of $8,500,000. Administrative expenses, however, 
would be cut by 25 percent or more under the House bill. A reduction of this 
severity in administrative expenses would make it impossible to utilize effectively 
the additional program funds which would be appropriated by the bill. 


8. Elimination of proviso earmarking funds for urban renewal expenses 


The Agency strongly urges elimination of the proviso inserted in this appro- 
priation in the House bill, reading as follows: 


“Provided, That of the foregoing amount $6,000,000 shall be available for ad- 
ministrative expenses of urban renewal programs :” 


For the reasons summarized in connection with the preceding amendment (relat- 
ing to the dollar figure), the amount which would be appropriated by the House 
bill—$8 million—is seriously insufficient to support the five programs funded 
from this appropriation. However, the effects of the appropriation provision 
taken as a whole, including the proviso quoted above, would be far more serious 
even than the reduction in the appropriation request. This is because the pro- 
viso—taken in conjunction with the amount included for appropriation—would 
deprive the Administrator of freedom to adjust programs according to changing 
circumstances and workloads, and would require him to utilize the funds in a 
completely distorted fashion. This result is illustrated in the following table: 





Activity Budget House bill Percent 











estimate ! reduction 

General agency supervision - : ($1, 150, 000) 
Consolidated compliance activities__ 7 : (590, 000) 
Voluntary home mortgage credit program__- been te (425, 000) |___ 
Public works planning advances. - . (500, 000) | 

Subtotal aii isi tndeaetedd Silo i nhieaeiieth toda ok 2, 665,000 | $2, 000, 000 25 
Urban renewal programs__....-.....--- omnes ---| 6, 085, 000 | 6, 000, 000 | 1 

Total, salaries and expenses. _-_- : _....| 8, 750, 000 8, 000, 000 | 8 


| 
| 
| 
| 


i Excludes $100,000 for defense planning activities transferred to FC DA estimates (see S. Doc. 89). 


Taken together, the reduction made in this appropriation and the proviso 
inserted in the House bill would have the following effects: 

(a) They would completely disrupt or even terminate one or more programs 
being conducted under existing law.—As the table above shows, if the House 
reduction were applied equally to the 4 programs other than urban renewal, 
they would have to be cut 25 percent below the budget estimate. 

Any of them would be disrupted and disorganized by a reduction of this vio- 
lence. However, it would probably not be feasible (assuming the proviso were 
to become law) to apply the cut on a straight percentage basis. 

The program carried under the title “General Agency Supervision” represents 
the cost of maintaining the Office of the Administrator, which provides staff 
assistance to the Administrator in his basic capacity as head of the agency. 
This is the basic supporting staff for the Administrator in his capacity as prin- 
cipal adviser and assistant to the President in the field of housing and com- 
munity development; as the spokesman in this field for the administration in 
presenting to the Congress the legislative and budget programs; as spokesman 
in this field to private industry and the public; and as the executive branch 
official responsible for supervising and coordinating the varied and complex 
programs of the agency. A reduction of anything approaching 25 percent in 
this activity would reduce all of these basie aspects of agency management to 
something approaching chaos. However, if it were decided as a matter of 
policy that the House cut should not be applied in this area, the remaining 
3 programs would be forced to absorb cuts not of 25 percent but of approxi- 
mately 43 percent. 

Under the budget category “Consolidated compliance activities,’ the Admin- 
istrator provides investigative and compliance facilities for the entire HHFA, 
whose programs involve hundreds of thousands of transactions and billions of 
dollars annually. The Congress, both directly and through its supervisory 
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agency, the General Accounting Office, has repeatedly stressed its concern that 
there should be adequate procedures and staff to investigate promptly all allega- 
tions of criminal violations, fraud, and other irregularities, and to pursue these 
matters to a prompt disposition in the public interest. A reduction in staff on 
the order of 25 percent, as would be required if the House cut were applied on 
a percentage basis, would make this entirely impossible. However, if it were 
decided on policy grounds and in the public interest that the House cut should 
not be applied either to general agency supervision or consolidated compliance 
activities, the remaining 2 operating programs would be forced to absorb cuts 
not of 25 percent but of approximately 72 percent. 

Under the third program affected by the proviso—the VHMCP—the Adminis- 
trator is required by law to provide space and staff assistance to the national 
committee, which operates through its 13 regional subcommittees. The Housing 
Act of 1957 extended this program, together with the Administrator’s obligation 
to provide administrative support to it, through July 31, 1959. The House bill 
makes no change in this situation, nor does the House committee report refer 
to it. A reduction of 25 percent—or of 43 or 72 percent—would raise grave ques- 
tion as to the feasibility of continuing this operation at all on a workable basis. 

The fourth program affected by the proviso is that of public works planning 
advances. For this program, the budget requested new funds for advances 
of $8,500,000, and a moderate increase (from $443,000 to $500,000) in adminis- 
trative expenses. The House bill includes an appropriation of additional funds 
for advances in the amount of $7 million, but would require at the same time 
a major cut in administrative staff. A cut in this activity of 25 percent—or of 
43 or 72 percent—could make the appropriation of the new funds for advances 
an idle gesture, since without staff to process the applications the funds could 
not be effectively utilized. 

In summary, the choices which would confront agency management under 
the proviso as included in the House bill are so drastic and so painful that it is 
not considered feasible to make a firm statement at this time as to exactly 
how the House cut would be applied if enacted in its present form. The agency 
wishes to stress, however, for the information of the Senate committee, the 
initial point made above: i. e., that it would be impossible to apply the House 
cut and this proviso in such a way as to avoid completely disrupting or even 
terminating one or more programs or functions being conducted under existing 
requirements of law. 

(bv) The proviso would unduly hamper the Administrator in the discharge of 
his responsibilities —The enactment of the proviso to be applied within an appro- 
priation of $8 million would confront the Administrator with virtually hopeless 
management problems, while taking away from him the discretion to work out 
the best solution available under the circumstances. For the reasons outlined 
above, if the Congress were to appropriate $8 million for the programs funded 
from this appropriation and accord to the Administrator the discretion to 
determine the allocation of funds between programs, in all conscience he could 
not and would not set aside $6 million—despite the urgency and importance 
of urban renewal—for that 1 program and disrupt the other 4 programs all 
but completely. Traditionally the Congress has given the Administrator flexibility 
to carry out all his functions and responsibilities to the best of his ability within 
the overall amount of money allowed. The Agency believes this is sound budget 
and appropriation policy, and should be continued. 

(ce) The proviso involves new and unnecessary administrative costs.—Although 
it is a relatively minor point compared to those discussed above, enactment of 
this new limiting language would add to the workload and costs of budgetary and 
accounting control over the expenditure of these funds. 


HOUSING AND HOME FINANCE AGENCY 
URBAN RENEWAL ADMINISTRATION 
URBAN PLANNING GRANTS 
Estimate, $3,500,000. Proposed by Committee, $3 million. In act, $3 million. 
(House hearings, pt. 2, p. 950) 
Page 18, line 11, strike out “$3,000,000” and insert in lieu thereof “$3,500,000,” 


the estimate, and an increase of $500,000 above the amount allowed by the House 
Committee. 
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HOUSE BREPORT 


(Pertinent excerpts, H. Rept. No. 1543, p. 11) 


“Urban planning grants.—The bill provides $3,000,000 for matching grants to 
State, metropolitan, or regional planning agencies to help finance urban renewal 
plans for small cities, and metropolitan and regional areas. The $3,000,000 
provided is a reduction of $500,000 in the budget estimate and brings to $8,775,000 
the amount appropriated to date against the $10,000,000 authorization.” 


JUSTIFICATION 


The urban planning assistance program is authorized by section 701 of the 
Housing Act of 1954. That section provides for matching grants for planning 
assistance to help finance such activities as surveys, land-use studies, and the 
preparation of urban renewal plans. Grants up to 50 percent of estimated costs 
may be made to State planning agencies for the provision of planning assistance 
to cities under 25,000 population lacking adequate planning resources, and to 
official State, metropolitan or regional agencies for planning activities in metro- 
politan and regional areas. 

A close relationship exists between the urban planning assistance program 
and other programs of urban renewal. The community plans developed with 
Federal financial assistance under this program provide a guide for future 
growth and development and thus help to prevent conditions which might lead 
to the formation of slums and blighted areas. The community plans developed 
may also serve to fulfill one of the requirements of a workable program—the 
prerequisite for those communities desiring to participate in several Federal as- 
sistance activities including urban renewal, low-rent public housing, and the 
special FHA insurance programs. 

Participation in the urban planning assistance program has grown steadily 
over the past few years and as of March 31, 1958, applications totaling $7,030,200 
had been received from 32 States and Alaska and Hawaii. Additional State 
and local enabling legislation presently in process will still further expand the 
volume. As of June 30, 1957, some 427 different small communities were en- 
gaged in local planning activities with assistance provided in part by the urban 
planning assistance program. This number is expected to grow to some 1,100 
communities by June 30, 1959. During the same period of time, the number 
of participating metropolitan or regional areas is expected to increase from 
30 to 80 

The aggregate of contracts that the Agency may execute is limited by the 
amount of appropriations made available within the basic $10 million statutory 
authorization. Including the $1,225.000 appropriated for the current year, cumu- 
lative appropriations have amounted to $5,775,000. 

Approvals to date have amounted to almost $5 million and are expected to 
reach the maximum limit of appropriations by June 30, 1958. The budget re- 
quest for 1959 was for an appropriation of $3.5 million to permit the approval 
of an equal amount of applications for planning assistance. This would bring 


total appropriations and approvals to $9,275,000 of the statutory $10 million 
authorization. 


Effect of House action 


The House committee recommended and the House approved an appropria- 
tion of $3 million—a reduction of $500,000 from the budget request. This re- 
duction would have the effect of restricting the ability of the Agency to ap- 
prove many applications for planning assistance from eligible State, metropolitan 
and regional planning agencies that are requesting such assistance at accelerating 
rates. The following table illustrates the trend of applications and approvals: 





Fiscal year, actual \pplications | Approvals 
received 
PU ili ec ans hcg sean te wm societal nts peice chen og elena alpemaineriodas $274. 200 $160, 000 
— Na os cee ba mi oan nah Si nang imine aaenagaes Senblaatinte 1, 444. 400 884, 000 
ERR dR ER gd em cidaes and aied dmdipen die écoae vn waakuinen apiedaiebeiieede tnx e 2, 642. 0N0 1, 924, 000 
i908 SD scene cidcekon coecuisaln sacs chkmncbensedd aici pmebakeenuenas 2, 667, 500 1, 851, 000 
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Conclusion 


In order to permit this desirable planning activity to go forward at the levels 
contemplated in the budget program, it is respectfully recommended that the 
Senate restore the full amount of the budget estimate of $3,500,000 for urban 
planning grants for the fiscal year 1959. 


HOUSING AND HOME FINANCE AGENCY 
COMMUNITY FACILITIES ADMINISTRATION 
RESERVE OF PLANNED PusLIO WorKS (PAYMENT TO REVOLVING FUND) 
Estimate, $8,500,000. Proposed by committee, $7 million. In act, $7 million. 


(House hearings, pt. 2, p. 967) 


Page 18, line 16, strike out “$7;000;000” and insert in lieu thereof ‘‘$8,500,000”, 
the estimate, and an increase of $1,500,000 above the amount allowed by the 
House committee. 

HOUSE REPORT 


(Pertinent excerpts, H. Rept. No. 1543, p. 11) 


“Reserve of planned public works (payment to revolving fund).—The bill 
provides $7,000,000 for payment to the revolving fund established pursuant to 
section 702 of the Housing Act of 1954 and amended in 1955. This is a reduction 
of $1,500,000 in the budget estimates and an increase of $2,000,000 over the cur- 
rent year. A revolving fund of $48,000,000 is authorized, and $17,000,000 has 
previously been appropriated to the fund. This program provides loans to 
States and cities to develop plans and specifications for public works construc- 
tion projects. The loan is repaid at the time construction begins.” 


JUSTIFICATION 


Section 702 of the Housing Act of 1954, as amended, authorizes a program 
of interest-free advances to State and local public agencies for the planning of 
needed public works. The advances are designed to finance the cost of en- 
gineering and architectural surveys, designs, plans, working drawings, specifica- 
tions and other actions preliminary to and in preparation for the construction of 
State and local public works. 

The program was enacted to encourage the preparation and maintenance of a 
current and adequate reserve of planned public works which could readily be 
placed under construction, as well as to promote economy and efficiency in planning 
and building public works. The recent emphasis on the acceleration of public 
works construction to promote employment has resulted in a substantial in- 
crease in interest in the advance planning program. 

The basic statute provides for the public works planning fund, a revolving 
fund to which appropriations are authorized up to a maximum of $48 million. 
The following table summarizes the statutory authorization and appropriations: 








{In millions] 
Statutory authorization Appropriations 
Fiscal year ciptiensppenidigpaiempeniebincanmieninel 
Annual Cumulative Annual Cumulative 
pee IR CRG A DIR ENR RASS Ne ef ot $10 $10 $1.5 $1.5 
Fe GE oii dan ccncccndwcescactdnecendscssthssndiidebedne 10 3.0 4.5 
inh. cba than digebeenanadalsee a 12 22 7.5 12.0 
I  -ninnsatnggnsndipeensmoumineantes ail 12 34 5.0 17.0 
GI, Scnntnwnsnaactretqcseeesamieonen 14 48 8.5 25.5 





The budget program for fiscal 1959 assumes that 350 advances will be ap- 
proved in the net amount of some $10 mililon. This sum would be funded by the 
$8.5 million appropriation request plus the estimated $1.5 million of repayments 
estimated to be received during the year. 

Recent reports from the Agency regional offices indicate that the demand for 
planning advances will accelerate in the months ahead. Testimony before con- 
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gressional committees and public discussion generally of the value of advance 
planning of local public works has focused attention on this program. An 
increasing volume of inquiries from communities and counties and from engineer- 
ing and architectural firms has resulted. 


Effect of House action 


The House committee recommended and the House approved an appropriation 
of $7 million to the public works planning fund—a reduction of $1.5 million from 
the budget request. This reduction would have the effect of restricting the ability 
of the Community Facilities Administration to approve many applications for 
public works planning from eligible State and local public agencies that are 


seeking such assistance at accelerating rates. The following table illustrates the 
trend of applications and approvals: 


[Dollars in thousands] 





Applications Approvals 








Amount Number E mount 








1956 ___- $4, 984 80 $1, 619 
aS cel titi wie 14,117 | 268 6, 443 
1958 (9 months). -__- 





12, 331 204 | 5,436 


Conclusion 


In order to permit this necessary and desirable planning activity to go for- 
ward at the levels contemplated in the budget, it is respectfully recommended 
that the Senate restore the full amount of the budget estimate of $8.5 million 
for public works planning advances for the fiscal year 1959. 


HOUSING AND HOME FINANCE AGENCY 
PUBLIC HOUSING ADMINISTRATION 
ADMINISTRATIVE EXPENSES 


Estimate, $12.200,000; proposed by committee, $11,800,000; in act, $11,800,000. 
(House hearing, pt. 2, pp. 1135 ff.) 


Page 19, line 5, strike out the figure “$11,800,000” and insert in lieu thereof 
“$12,150,000”, an increase of $350,000 above the amount allowed by the House 
Committee and a decrease of $50,000 below the budget estimate. 


HOUSE REPORT 


(Pertinent excerpts, H. Rept. No. 1548, pp. 12-13) 


“The bill also includes $11,800,000 for administrative expenses of the Public 
Housing Administration. This is a reduction of $400,000 in the budget estimate 
but an increase of $360,000 over the 1958 appropriation. The $50,000 requested 
for civil defense and defense mobilization activities is not allowed. 

“The budget requested an increase of 141 positions of which 6 were project 
auditors to supplement the present staff of 108 such employees who are located 
in seven regional offices. In addition, there is a central office staff of 26 em- 
ployees who review the work of the 108 field auditors. Since the work of the 
project auditor is so important, the Committee suggests that the approved 70 
additional positions be assigned to the field auditing branch, and that the cen- 
tral office auditing review staff be drastically reduced and the personnel also 
assigned to field work. It is the Committee’s opinion that the proposed action 
should result in a substantial reduction in the requirements for annual con- 
tributions appropriations in the next and succeeding budget years. 

“The same situation prevails in the management review and field coordination 
sections which have 105 employees in fiscal 1958 and the estimates include 32 
additional employees in these sections. This is the staff that promotes the public 
housing activity. On the other hand, the operations engineering section which 
makes engineering surveys of local housing projects to determine whether proper 
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maintenance of the projects is being followed, has only 47 employees. Since 
proper maintenance of the projects is essential if the Federal Government is 
not to be in a position of developing our slums of the future, the Committee 
directs that the management review and coordination staff be reduced and such 
positions be reassigned to the operations engineering staff. 

“The Committee is of the opinion that its emphasis on project auditing, in- 
spection and maintenance is essential for the preservation of a sound public 
housing program.” 

JUSTIFICATION 


The Public Housing Administration requests the restoration of $350,000 for 
administrative expenses. This is the amount of the reduction, proposed by the 
House committee, which would apply to the development activity. The Ad- 
ministration feels that the full amount of the budget estimate for development 
and management is required in order to discharge its responsibility for the 
low-rent public housing program. The requested restoration provides only those 
additional employees needed to process increased workloads in both develop- 
ment and management in 1959. 

1. The Housing Act of 1956, approved August 7, 1956, authorized new con- 
tracts for loans and annual contributions after July 31, 1956, for a total of 
70,000 units over a 3-year period ending June 30, 1959. The budget estimate was 
based on the increased number of projects scheduled to be under construction 
and in preconstruction stages in 1959. This workload, including particularly 
site selection, review of plans and specifications, and supervision during the 
construction period, will be increased further by the Administration’s program 
to accelerate the schedule of construction starts. 

At each step in the development of a new low-rent project the Administration 
must review proposed decisions of the local housing authority and make field 
investigations concerning the project. During 1959 a total of 36,000 program 
reservations and preliminary loan contracts, with supporting documents, will be 
processed. This represents a 164 percent increase over 1958. After a project has 
passed this stage, the Administration must investigate and approve the proposed 
site or sites and review the comprehensive development program submitted by 
the local housing authority. In 1959 sites will be approved for 33,635 units, 
2,476 more than in 1958, and annual contributions contracts will be executed for 
the same number. 

The continuing heavy workload in development stages leading to execution of 
annual contributions contracts precludes the shift of any present personnel to 
the later stages, where heavy increases are anticipated. The average number of 
units in construction will increase from 30,596 during 1958 to 52,256 during 1959, 
and new construction starts will increase to 35,782. Before these construction 
contracts can be awarded the Administration must supervise land acquisition, 
approve preliminary drawings, and conduct technical reviews of final plans and 
specifications for each project. During construction the Administration has the 
responsibility of insuring that the contractor and the local housing authority 
comply with the law and regulations. 

Sufficient personnel of various technical skills are required for the protection 
of the Federal Government’s investment in low-rent public housing. The reviews 
and field investigations made are the only means of insuring sound design, which 
avoids wasteful or unnecessary features, minimum construction costs, and the 
quality of construction work which will minimize the operating cost of the proj- 
ects. The reduction in administrative expenses proposed by the House committee 
would seriously limit the performance of this function. 

The Administration is accelerating its development and construction activities 
in order to comply fully with the current policy of the Federal Government to in- 
crease public-work programs wherever possible. The objective is a more rapid 
processing of local housing-authority development programs in order to advance 
the scheduled dates of construction starts and place a greater number of projects 
under construction. This acceleration cannot be accomplished without the full 
development staff provided by the budget estimate. 

2. The budget estimate does not include funds for an unforeseen increase in 
personal service costs due to action by the Civil Service Commission. During 
1958 the salaries of 88 scientific and engineering employees of the Administration 
were raised in accordance with civil service regulations. In 1959 this will result 
in a $62,000 increase in salaries for employees now on the rolls. In addition, the 
new rates will result in an average increase of approximately $1,000 in the start- 
ing salary of new employees in this category. These increased costs represent, 
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in effect, a further reduction in the funds available to meet the increasing work- 
load. 

3. In the management of the low-rent public housing program, the Adminis- 
tration conducts engineering inspections of projects in management, and fiscal, 
occupancy, and management audits of the operations of the local housing authori- 
ties which own and operate the projects. The purpose of these audits is to insure 
compliance with law ind with contract provisions. This provides that federally 
assisted low-rent housing shall be occupied only by eligible low-income families, 
that the Federal subsidy required to maintain the low-rent character of such 
projects shall be held to a minimum, and that the financial stability of the 
projects shall be maintained. 

The House committee report emphasizes that the project auditing and inspec- 
tion functions are essential for the preservation of a sound public housing pro- 
gram. The Administration agrees fully with this view. In recent years an in- 
tensive effort has been made to increase the effectiveness of management super- 
vision activities within the limits of available funds and personnel. This effort 
will be continued. However, the workload involved is directly related to the 
number of projects and units in management and is steadily increasing as new 
projects are completed for occupancy. During 1959 it is estimated that more than 
200 additional projects containing approximately 15,000 dwelling units will enter 
management, for a year-end total of over 450,000 units. The budget estimate 
provides the minimum number of additional personnel required to meet this in- 
creased workload. Management audits ensure that local housing authorities 
incur only necessary expenses for project operation while obtaining the maximum 
income consistent with the purposes of low-rent public housing. This reduces the 
cost of the program to the Federal Government, since residual receipts (project 
net income) are applied to reduce annual contributions. In 1957 such residual 
receipts were $25.7 million, or approximately 22 percent of the total annual con- 
tributions the Federal Government would otherwise have been required to pay. 

The reduction in administrative expenses proposed by the House committee 
would prevent the addition of personnel needed to meet increased development 
and management workloads in 1959. This will hamper the Public Housing Ad- 
ministration in its effort to serve the national objective of increased public work 
programs through speeding construction starts. The reduction would also make 
it difficult to continue adequately the program of improving the economy of local 
housing authorities’ operations. The Public Housing Administration therefore 
requests the restoration of $350,000. 


Schedule of activities 





1959 esti- 











Rill com- 
Budget Budget mate com . 
estimate, | estimate, | House bill | pared with ee 
1958 1959 1958 esti- petal 
mate mate 
(1) (2) (3) (4) (5) (6) 
FUNDS AVAILABLE FOR OBLIGATION 
I since cvadhdueeliaaaeeainonmemanienas $11, 440, 000 [$12,200,000 ($11, 800,000 | +$760,000 | —$400, 000 
ANALYSIS BY ACTIVITY re rheetiagtt seb ial i abet 
mana 4,590,000 | 5,180,000 {.....-.....- MO US tc otancus 
= ener oman aren wnnnekae eae) 6, 850,000 | 7,020,000 }___....._-_. +170, 000 |_.__- Bikdace 
a ae oe ee te aa Oe eee eee ee ee eee 
Teen) OOMaRtIONS....nncasedenscatsio-- | 11, 440, 000 12, 200,000 | 11, 800, 000 +760, 000 — 400, 000 





TPT 


2 ENT ROO 


ee 








f 
' 


cE 


| ARN arn e TERRI PARR Ne 


a. RI RT 





INDEPENDENT OFFICES APPROPRIATIONS, 1959 61 


Standard classification schedule 




















1959 esti- 
Budget Budget | mate com- nee 
estimate, | estimate, | House bill | pared with rt wth. 
1958 1959 1958 esti- mate 
mate 
(1) (2) (3) (4) (5) (6) 

FUNDS AVAILARLE FOR ORLIGATION | 

| 
DUA sic este diwtstaticiBon $11, 440, 000 |$12, 200,000 |$11, 800, 000 +$760, 000 —$400, 000 

ANALYSIS RY STANDARD CLASSIFICATION | : Piles; e 
Gi. Pergemal services ..< 24 -0s<sescassennse 8, 732,000 | 9,250,000 |......._._- oe i, 
02 Travel... cache adn 29, 000 900, 000 “* aien ERE Be lnch comenincs 
03 Transportation of thimgs........._._.- 14, 700 GE Boewacddeics Tie eh Jd. ccka 
04 Coiumun.cation services...........-. 223, 800 230, 000 ; OTP Beis oss ep okie 
05 Rents ani utiity services... wae 735, 000 PE in octnpccodinies +20, 900 |............ 
06 Print nz anu reproduction... .__- : 47, 900 Geeee Pncce.e WEEE V.aceodhcaces 
07 Otner contractual services._.........- 90, 300 90, 000 | _..._.. —300 d's Jobin 
G.nerai Account ng Ottice audit__- 106, 800 ROR OSD biside cs +9, 200 ic Sittiay 
08 Supplies ani materials............_-- 89, 400 EE Dit toeteins A CD Ba nn didi mementnc 
09 Equipment inet 29, 500 63, 000 = +33, 500 bascnet 
11 Grants, subsidies, an 1 contributions_-- 534, 200 695, 500 |..._--- OE, B00 Te bute clus. 
13 Refunus, awards, an. inuemn.ties__-- 4, 600 BE Bi india ; +1, 200 }.. a 
15 Taxes an! assessments................ 2, 800 900 Guimboce sd <9 UNF TL initia cranainasiban 
Tete cliigutiones ; ..6« 8k 2d 11,440, 000 | 12,200,000 | 11, 800, 000 +760, 000 — 400, 000 





HOUSING AND HOME FINANCE AGENCY 
COMMUNITY FACILITIES ADMINISTRATION 


LIMITATION ON ADMINISTRATIVE EXPENSES, OFFICE OF THE ADMINISTRATOR, PUBLIC 
Facitity LOANs 


Original estimate, $550,000. Proposed by committee, $400,000. In act, $400,000; 
Revised estimate, $750,000. 


( House hearings, pt. 2, pp. 1020-1025.) 


-age 39, line 20, strike out “$400,000” and insert in lieu thereof “$750,000”, the 
revised estimate, and an increase of $350,000 over the amount allowed by the 
House committee. 

HOUSE REPORT 


(Pertinent excerpts, H. Rept. No. 1543, p. 12.) 


“Administrative expenses, public facility loans.—The bill authorizes $400,000 
for administrative expenses related to loans to local governmental units for es- 
sential public works facilities. This is the same amount as the current authoriza- 
tion and is a reduction of $150,000 in the budget estimates.” 


BUDGET AMENDMENT 


Senate Document No. 94, a letter from the President transmitting a budget 
amendment for the public facility loan program, requests that the limitation on 
administrative expenses be established at $750,000. 


JUSTIFICATION 


The requested budget amendment is to increase the limitation upon adminis- 
trative expenses of the public facility loan program to $750,000. This is com- 
pared to $550,000 estimated in the President's budget for 1959 and a limitation 
of $400,000 included in the Independent Offices appropriation bill as passed by 
the House of Representatives. The requested increase is to provide additional 
staff for program operations that are now forecast at a substantially higher level 
than that contemplated in the budget. 

The program outlined in the budget was prepared many months ago and is no 
longer an accurate projection. On March 19, 1958, the President directed the 
Housing and Home Finance Administrator to take the following steps with 
respect to the public facility loan program : 
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“You are instructed to take all feasible administrative steps to secure the com- 
mencement of construction of projects supported under the public facility loan 
program including the use of Federal financing during construction where such 
financing will avoid a delay in initiating the project. Preference should be given 
to loans for projects ready for immediate construction. In addition, you should 
liberalize the program by extending eligibility for loans to communities of larger 
population and by broadening the categories of public works eligible for loans. 
To assure adequate funds to finance this accelerated program, I am directing the 
Director of the Bureau of the Budget to release present reserved balances of the 
$100 million authorization for this program for use as needed for the processing 
of applications.” 

As a result of the President’s instructions and steps taken pursuant thereto, 
it appears that the program for 1959 will be about twice as large as that con- 
templated in the original budget. 

Appropriate steps have been and are being taken to implement the directive 
quoted above. Significant simplification of procedures and additional delegations 
of authority to field staff of the Agency regional offices are expected to expedite 
the processing of applications and to accelerate the construction phase of program 
operations. Individual borrowers are being urged to speed up necessary precon- 
struction activities so that construction contract awards may be made more 
rapidly, and Agency field staff is rendering more technical advice and assistance 
toward the resolution of local problems that would otherwise interfere with early 
construction starts. 

In a related move, HHFA regional personnel are contacting those communi- 
ties which have completed plans for local public works as a result of planning 
advances previously made by the Community Facilities Administration to deter- 
mine whether any of these facilities can be promptly placed under construction 
through the use of the public facility loan program. 


Revised work program 


A preliminary forecast of the dimensions of the revised work program indi- 
eates that workload will expand significantly to about double the volume con- 
templated in the President’s budget. With the release of an additional $10 
million of the basic borrowing authorization last month, the commitment level 
for fiscal 1958 has been raised from the original $20.4 million figure to $30.4 
million. This will leave a balance of some $55 million available for commitment 
during fiscal 1959. The following table shows the status of the public facility 
loan fund: 


Thousands 

ee a CT an gl a pai li cnn ceca en come ent cncoplamaencn $100, 000 
Less loans approved (net): 

ee a ee a 704 

Be IIE secre orescence ta gucci tained aa etait 13, 859 

scandens 2006) enbisibted sc. wh iat. atk iets okies 30, 400 

44, 963 

Balance available for fiscal year 1950_____---._____----__--_-__ 55, 037 


With the elimination of the restrictive criteria criteria previously imposed 
as to type of loan and size of community, an increase from 225 to 560 in the num- 
ber of applications for assistance is expected. Other processing demands will 
increase in roughly the same proportion. Under the revised policies it is antici- 
pated that the remaining balance of the authorized revolving fund ($55 million) 
will be sufficient to meet the demand for loans for a portion of fiscal year 1959; 
the entire fund is expected to be under commitment before the end of the third 
quarter of that fiscal year. 

The attached table presents the original and presently revised estimates of 
activity in the public facility loan program during the current fiscal year and 


in 1959. 
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Public facility loan program—Comparison of original and revised estimates 








{Dollars in thousands} 
Estimate, 1958 Estimate, 1959 
Actual, z pilin onandisnnisapdameanalalaee nae 
1957 
In budget | Proposed | In budget | Proposed 
revision revision 
Applications received............-.------.- 151 170 170 225 560 
Loans ae (net): 
kai Aine scans coitus teninneil airman 58 82 98 120 178 
Amount-..-_-- Fiaieatsind wicmuisbeboniginooliee $13, 859 $20, 400 $30, 400 $30, 000 $55, 000 
Loan disbursements-_-_...........-..-.-.-.-- $633 $15, 000 $17,000 $24, 000 $70, 000 
RepayMents......-.-.-...- 2. 0022 gen ncn en |o nen nnn <= ==] oep--=-32-2-]o<=-+-=----- $50 
SSS _——e— ee ——SSSss 
Application inventory: 
ee Le ae 25 95 95 135 107 
Received during year.._.........------ 151 170 170 225 560 
Total for processing................-- 176 265 265 360 667 
Rejected, withdrawn, deferred___.._._- 23 48 60 75 125 
Approvals IE 6s nen cnccncnapinenyee 58 82 98 120 178 
On hand, close of year_........-.--.- 95 135 107 165 364 
Administrative expenses: June 30 employ- 
ment: 
RII bin odecennadeseidonae $15 $22 $25 $28 
a ical ch cases einem $24 $35 $40 $48 $72 
OR iis catch as esc a aa $39 $57 $65 $73 $100 
| ee a eee $269 $400 $400 $550 $750 


HOUSING AND HOME FINANCE AGENCY 


LIMITATION ON ADMINISTRATIVE EXPENSES, OFFICE OF THE ADMINISTRATOR, RE- 
VOLVING FunpD (LIQUIDATING PROGRAMS) 


Estimate, $673,000. Proposed by committee, $600,000. In act, $600,000. 


(House hearings, pt. 2, pp. 1025 ff., 1207 ff.) 


Page 40, beginning in line 13, strike out the words “costs of services performed 
on a contract or fee basis in connection with termination of contracts” and 
insert in lieu thereof the following: “expenses necessary in the case of defaulted 
obligations to protect the interests of the Government.” 


HOUSE BEPORT 


(Pertinent excerpts, H. Rept. No. 1543, p. 12) 


“Administrative expenses, revolving fund (liquidating programs).—The bill 
provides $600,000 for administrative expenses of programs in the process of 
liquidation. Such amount includes $142,000 for expenses related to 6 programs 
administered by the Community Facilities Administration under the Office of the 
Administrator, and $458,000 is for the Public Housing Administration to service 
the portfolio of mortgages acquired in partial payment for properties in the 
emergency housing program which have been sold.” 


JUSTIFICATION 


Rather than requesting restoration of the reduction made by the House, the 
Agency recommends the language amendment set forth above. The language 
recommended for deletion is obsolete, since no occasion to use it has arisen in 
Several years and none is foreseen at this time. The language proposed for 
addition would enable the Agency to operate within the tight budget limitation 
established by the House figure without exposing the Government to possible 
ae losses in connection with loans or other obligations which may go into 

ault. 


25300—58—pt. 1——5 
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The limitation under this head covers the expenses of liquidating programs 
administered both by CFA and PHA, as follows: 











Activity Budget House bill Reduction 
estimate 
War and emergency housing (PHA)._.....-.-.--------------- $500, 000 $458, 000 $42, 000 
Other liquidating programs (CF A)-............-.--.----...-.- 173, 000 142, 000 31, 000 


ELS cdibnacveccdunnabscsnbewsvedamauaesacasue 673, 000 600, 000 73, 000 








The effects of these reductions, and the reasons for not requesting full restora- 
tion of the budget estimates at this time, are discussed separately in the follow- 
ing paragraphs. 


War and emergency housing (PHA) 


The PHA, pursuant to delegation from the Housing and Home Finance Ad- 
ministrator, has for several years been engaged in liquidating the large program 
of war and emergency housing which was provided under the Lanham and re- 
lated acts. From an initial inventory of nearly 1 million units, this volume of 
housing has been reduced by transfer, donation, demolition, and sale until the 
budget schedules call for final disposition of all remaining real estate by the end 
of fiscal year 1958. 

However, even after disposition of the housing, land, and related improve- 
ments, there will remain for management a portfolio of some $180 million in 
mortgages acquired during the sales program. For mortgage servicing and ac- 
counting work in connection with this portfolio—and for such mortgage sales 
effort as circumstances warrant—the budget requested authorization to use up 
to $500,000 of receipts of the revolving fund. Of this amount, the House allowed 
$458,000. 

After careful review of this figure, the PHA has concluded that the bare 
minimum functions of mortgage servicing and necessary related accounting work, 
and possibly some mortgage sales work on a small scale, can feasibly be accom- 
plished within the House allowance. Accordingly, no request for an increase in 
the amount is made at this time. 

It must be pointed out, however, that this tight limitation allows no margin 
for the possibility that some few properties will be carried over for final disposi- 
tion after next June 30. This could happen, for instance, in a case where it 
proved to be impossible to convey title because of the existence of litigation 
affecting title to the property involved. The PHA intends to make every effort 
to meet its goal of disposing of all properties during the current year. How- 
ever, if due to circumstances beyond PHA control certain properties remain for 
final disposition action early in fiscal year 1959, and if it appears that adminis- 
trative expenses in this connection will be more than nominal, it will be neces- 
sary to submit a supplemental request for an increase in this limitation. 

The new language proposed to be added to the bill will protect the Govern- 
ment from loss in the event that, for any reason, unexpected heavy foreclosures 
are experienced in connection with these mortgages. 


Other liquidating programs (CFA) 


The Community Facilities Administration has responsibility for the final 
liquidation of the fololwing six inactive programs: 
1. Alaska housing program. 
2. Loans for prefabricated housing. 
3. War public work program. 
4. Defense community facilities program. 
5. Public agency loans (RFC). 
6. First and second advance planning programs. 

These programs represent assets amounting to some $50 million, consisting 
mainly of bonds, notes, mortgages, judgments, unrepaid advances, and a few 
properties. 

For the last 2 and 3 years, CFA has presented to the Congress its considered 
view that the Government’s investment could be recovered from these various 
assets more rapidly if administrative funds were less restricted. In order to 
make this result possible, an increase was again requested for the coming year, 
to a figure of $173,000. The House, however, reduced this figure to that for 1958, 
or $142,000. 
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The Agency believes that it is possible to accomplish the routine servicing job 
in connection with these liquidating programs within the amount allowed by the 
House, and accordingly is not requesting restoration of the reduction. However, 
should any of the obligations held go into default, serious problems could result. 

It is obviously not intended that the Government should suffer heavy losses be- 
cause of inadequate administrative funds to take proper steps to protect the 
interests of the Government in the case of default. To avoid this result, a lan- 
guage amendment is proposed to exclude from the coverage of the administrative 
expense limitation expenses necessary in the case of defaulted obligations to pro- 
tect the interests of the Government. 

In connection with a number of the public bond issues held under this pro-. 
gram, as well as certain other projects such as rental housing in Alaska, routine 
servicing costs are relatively minor as long as the loans are current. Should 
they go into default, however, they could easily turn into expensive and time- 
consuming liquidation problems, in which substantial expense would have to be 
incurred to avoid what might be a virtual total loss to the Government. 

Under the language proposed, the costs of all routine servicing of current 
obligations would be subject to the limitation on administrative expenses. How- 
ever, when any of. these obligations became delinquent and it was determined 
that the delinquency was not curable and that the debtor was in default, such 
steps as were reasonable and proper to protect the interests of the Government 
could be taken and their expenses met from receipts of the revolving fund with- 
out regard to the administrative expense limitation. Examples of expenses of 
this nature would include special audits and investigations to develop facts re- 
quired for litigation or to establish the existence of fraud or collusion; provision 
of Agency officials as witnesses in connection with litigation; or other staff as- 
sistance requested by the Department of Justice in connection with preparation 
or conduct of litigation. 


HOUSING AND HOME FINANCE AGENCY 
FEDERAL NATIONAL MORTGAGE ASSOCIATION 


IIMITATION ON ADMINISTRATIVE EXPENSES, FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 


Estimate, $4,750,000; proposed by committee, $4,750,000; in act, $4,750,000. 
(House hearings, pt. 2, pp. 1093-1134) 

Page 42, line 3, strike out “$125,000” and insert in lieu thereof “$150,000”, 
the estimate, and an increase of $25,000 above the amount allowed by the House 
Committee. 

HOUSE REPORT 


(Pertinent excerpts, H. Rept. No. 1543, p. 12) 


“Federal National Mortgage Association—The Committee has approved the 
budget estimate of $4,750,000 for administrative expenses of this Association, 
This is also the same amount as is available for administrative expenses in the 
current year.” 

JUSTIFICATION 


Administrative expense limitation—Travel expense 


The House bill made no reduction in the total amount toi be available for ad- 
ministrative expenses. However, it did reduce the amount to be available for 
travel expenses. 

In addition to other administrative requirements, travel funds are specifically 
needed to insure adequate protection of the FNMA portfolio prior to and after 
its acquisition. Travel funds are needed prior to the acquisition of mortgages 
for on-the-site inspections of properties covered by mortgages which are offered 
to FNMA for purchase. A ‘ter the acquisition of mortgages, travel funds are re- 
quired for supervising the servicing of the portfolio and the promotion of mort- 
gage sales programs. ; ; 

The degree of availability of travel funds for FNMA will determine in sub- 
stantial measure the degree of protection the Association can provide for the 
more than $4 billion portfolio. This portfolio was estimated in the President’s 
budget at $4.2 billion at the start of fiscal year 1950 and at $4.8 billion at the end 
of fiscal year 1959. A portfolio of this size will present many problems which will 
require travel. To mention only a few, additional supervision of servicers, 
additional travel time in which to perform servicer audits, the inspection and 
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protection of property acquired by the Association or abandoned by the-mortgagee, 
necessary travel in connection with the acquisition of properties when foreclosure 
is necessary, and the sale of property which cannot be transferred to VA or FHA. 

The promotion of the mortgage sales programs, as contemplated in the Presi- 
dent’s budget, requires visits by members of FNMA staff to that group of in- 
vestors to which the mortgages held in FNMA’s portfolio will be sufficiently at- 
tractive as to assure the desired sales volume, 

It was recognized at the time of the preparation of the travel estimates for 
fiscal year 1959 that there would be a sizable expansion in the FNMA portfolio 
and some increase in travel requirements. However, it is the policy of those 
charged with the responsibility of administering the FNMA programs to always 
hold estimated requirements to the barest minimum level. The estimate of 
$150,000 for travel expense for fiscal year 1959 reflects that policy. On the other 
hand, any reduction in the amount of travel available would expose FNMA and 
the Government to possible loss because of inadequate protection for the ex- 
panded portfolio and would jeopardize the success of the sales programs, 

It is requested, therefore, that the amount on page 42, line 3, of the Independ- 
ent Offices Appropriation Act of 1959, as reported to the House, be amended by 
striking out “$125,000” and inserting in lieu thereof “$150,000.” 


HOUSING AND HOME FINANCE AGENCY 
PUBLIC HOUSING ADMINISTRATION 


LIMITATION ON ADMINISTRATIVE AND NONADMINISTRATIVE EXPENSES, 
PusLic Housing ADMINISTRATION 


Estimate, $2,122,000; proposed by committee, $1,800,000; in act, $1,800,000. 
(House hearings, p. 2, pp. 1159 and 1177-1182) 


(1) Page 44, line 6, strike out the figure “$1,800,000” and insert in lieu thereof 
“$2,122,000,” an increase of $322,000 above the amount allowed by the House 
committee. 


HOUSE REPORT NO. 1543 


No pertinent references. 
JUSTIFICATION 


The Independent Offices Appropriation Act, 1955, imposed a nonadministrative 
expense limitation over the use of program receipts to meet certain expenses of 
the low-rent public housing program. The use of these program receipts cor- 
respondingly reduces the need for appropriated funds. This limitation applies 
to two separate activities of the program: (1) expenses incurred in the opera- 
tion, maintenance, and disposition of federally owned directly operated projects, 
and (2) expenses incurred in the inspection of projects under construction. 

The budget estimate for 1959 requested a limitation of $1,500,000 to be used 
exclusively for expenses incurred in the inspection of projects under construc- 
tion. This reflected the Administration’s request that the limitation no longer 
be applied to the operating expenses of the federally owned directly operated 
projects. On June 30, 1957, only 4 projects with 1,936 dwelling units remained 
in the program. Emergency repairs and other unforseeable expenses, which 
would “average out” in a larger program, cannot be absorbed and might seriously 
curtail funds for normal maintenance. This would lead to deterioration of the 
properties, which are now quite old, and would make disposition much more 
difficult. The administration therefore did not include this expense in the pro- 
posed limitation. It was estimated, however, that these expenses would be 
$622,000, 

The House committee included the estimate for the operating expenses of the 
federally owned directly operated projects as part of the limitation, It is there- 
fore necessary to consider as one estimate the $1,500,000 requested for inspec- 
tion of projects under construction and the $622,000 estimated as the minimum 
cost of operating the federally owned directly operated projects. The combined 
total of these estimates is $2,122,000. The limitation proposed by the House com- 
mittee is $1,800.000, which is $322,000 less than the minimum amount required 
for the 2 activities, 
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The federally owned directly operated projects represent projects under the 
low-rent housing program that have not been sold, conveyed, or leased to local 
housing authorities for various reasons. These reasons vary somewhat, such as, 
absence of State enabling legislation, local conditions and the lack of congres- 
sional authority to dispose of the projects for other than low-rent use. Recently, 
the Administration has proposed legislation to the Congress which, if approved, 
will authorize the sale of the four remaining projects for other than low-rent 
use. It is anticipated that these projects will remain under Adminisration con- 
trol for at least a year. This is necessary to complete all litigation, and thereby 
permitting disposition of all properties. During the period of litigation, operat- 
ing and maintenance costs continue to be incurred, and since the House Com- 
mittee has not removed the limitation, the Administration feels that the esti- 
mate of $622,000 is the minimum amount required for the adequate operation of 
these projects for a period of 1 year. 

The Public Housing Administration assigns engineers and other necessary 
inspection staff to projects under construction for the purpose of providing con- 
tinuous inspection advice to local housing authorities. A fixed fee is paid by 
the local housing authorities to the Government for this service. These receipts 
are then used to finance the inspection cost. The Administration believes that 
this service to local housing authorities is essential in the construction stages. 

In line with the current national objectives, to increase public work programs 
and general construction work, the Public Housing Administration is accel- 
erating its development activity. The Administration’s goal is to speed up 
scheduled construction starts and to have the maximum number of projects 
under construction as soon as possible. This accelerated program, coupled with 
the determination of the Administration to have projects built in accordance 
with acceptable construction standards, and achieved only through this con- 
struction inspection service, will tend to revise budget estimates upward. These 
recent developments make it necessary for the Administration to have the full 
amount of the original estimate, and perhaps at a later date, the authority from 
Congress to expend additional funds. 

It is requested that the limitation on administrative and nonadministrative 
expenses be established at $2,122,000, including $1,500,000 for inspection of 
projects under construction and $622,000 for the operation and maintenance of 
federally owned directly operated projects. This would represent the same 
amount as requested in the original estimate. 


GENERAL STATEMENT 


Mr. Cotz. Mr. Chairman, I have a short statement here. Do you 
want it in the record ? 

Senator Magnuson. Yes, you may proceed. 

Mr. Cotz. Mr. Chairman and members of the committee, once again 
it is my privilege to present to you the budget program of the Hous- 
ing and Home Finance Agency for the coming year, and to urge your 
consideration of certain amendments which we suggest in the appro- 
priation bill as passed by the House of Representatives. 


CHANGES IN BUDGET ESTIMATES 


First, in order to make the record clear, let me call your attention 
to two changes which have been made in the estimates since the 
budget was submitted. 

The budget included estimates totaling $200,000 for defense plan- 
ning activities of the Agency pursuant to delegations from the Fed- 
eral Civil Defense Administration and the Office of Defense Mobiliza- 
tion. 

Of this total, $100,000 was included in the appropriation “Salaries 
and expenses” of the Administrator, and $50,000 each was carried in 
the administrative expense estimates of the Public Housing Admin- 
istration and Federal Housing Administration. All these amounts, 
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pie with those requested by other delegate agencies, were dis- 
allowed by the House. 

In order that the program could be considered as a whole, the Presi- 
dent transferred the budget estimates of all the delegate agencies to 
the appropriation request for the Federal Civil Defense Administra- 
tion. and our estimates were reduced accordingly. 

This amendment has been printed as Senate Document 89. I under- 
stand that FCDA will shortly appear before your committee to pre- 
sent the entire program, including our part in it. 

Senator Magnuson. So that amount that was asked for in the 
House that was delegated to your Agency is now out of your appro- 
priation request ? 

Mr. Corez. It is out of our request; yes, sir. Second, the President 
has approved a budget amendment to increase the administrative 
expense limitation in connection with our public facility loan pro- 
gram from $550,000 to $750,000. The House bill includes only 
$400,000 for this activity. 

The revision in the estimate results from the President’s action on 
March 19, 1958, to speed up this program in order to stimulate con- 
struction and provide employment. Accordingly, we have prepared 
a revised amendment and justification statement to substitute for the 
material we gave you earlier. 


HOUSE REDUCTIONS ACCEPTED 


Mr. Chairman, since the House acted on the independent offices 
appropriation bill, we have rather carefully studied the effects of the 
various reductions that were made in the budget estimates. We 
believe that we can live with many of them. 

In the case of five reductions, totaling $7,123,000, we are not sug- 
gesting to you that the funds be restored to the bill, and we will do 
our best to get along with the amounts allowed by the House for 
these several purposes. 


EFFECTS OF HOUSE ACTION 


There are a number of places where we are seriously concerned 
about what we believe would be the effects of the House action, and 
where we urge that the bill be amended to allow the full amount of 
the budget estimates. Six of these are requests for increases in ap- 
propriations and authorizations, involving $3,572,000 in all. The 
other four are travel limitations and language changes. 


INCREASES REQUESTED BY AGENCY 


Senator Maenuson. For a breakdown on that, in the Office of the 
Administrator you are asking for a restoration of $750,000, and that 
is for travel in urban renewal ? 

Mr. Frantz. That is an increase of $750,000 in the appropriation, 
Senator, and we are also requesting that the travel limitation within 
the appropriation be increased. 

Senator Maenuson. Within the appropriation ? 

Mr. Frantz. Yes, sir. 

Senator Macenuson. These are language changes. 

Then, in your urban planning grants, $500,000; and in the reserve 
or advance planning for public works, which is a payment to a re- 
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volving fund, $1,500,000, which gives you a total for the Office of the 
Administrator of $2,700,000; then, in the Public Housing Administra- 
tion, administrative expenses, $350,000, and that is the only one there, 
which makes a total of $3,100,000. 

Mr. Frantz. There is also for the Public Housing Administration 
an increase in the nonadministrative expense limitation of $322,000. 

Senator Maenuson. That is under “Corporations ?” 

Mr. Frantz. Yes, sir. 

Senator Magnuson. All right; proceed. 


PROVISO EARMARKING FUNDS FOR ONE PROGRAM 


Mr. Cote. Before taking up these items ST I hope you 
will give me a moment to speak of one feature of the bill that gives 
me special concern as Administrator. I refer to the language added 
to the bill by the House which specifically earmarks funds within the 
“Salaries and expenses” appropriation for administrative expenses of 
urban renewal. 

As I will point out when we take up that appropriation, we strongly 
feel that the reduction made in the estimate—it was reduced by the 
House from $8,750,000 to $8 million—is too great, and would seriously 
hamper the programs it supports. 

But apart from the dollar figures, I want to impress upon your 
committee that this innovation is, in my judgment, unsound, and in a 
sense even unfair to the Administrator. 

It should be remembered that work was begun on these estimates 
over a year ago—some 15 months before the beginning of fiscal year 
1959, and more than 2 years before the close of that period. 

Manifestly, no one could prophesy correctly at that time all the 
events and developments that would occur even before the new fiscal 
year began, to say nothing of those that would happen during the 

ear. 

The President’s budget determinations were made almost 6 months 
ago, and much that could not have been foreseen in detail has happened 
since then. 

The point I wish to make is that, since no one can predict the 
future in exact detail, the Congress should—as it has in the past-— 
allow the Administrator an amount of money which the Congress 
considers sufficient, and then permit him the freedom of action to 
carry out all his programs within that allowance to the best of his 
ability. But when the Congress, by law, “freezes” a specific amount 
of money for one program alone, it takes away that freedom of action. 

I speak with conviction born of experience when I say that the Ad- 
ministrator’s task is quite difficult enough already, without further 
complicating it by removing his discretion in directing and managing 
his staff and the various programs he has to carry out. 

Moreover, if I may say so without appearing presumptuous, I think 
the Congress itself ought to be reluctant to take the responsibility for 
foreclosing administrative judgments far in advance, on the basis of 

rojections which, at best, can only be estimates of what may happen 
etween now and June 30, 1959. 

Certainly, Mr. Chairman, I have no objection to the committees’ 

indicating in their reports that in acting on the estimates they have 
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included so much for this program or that. I believe that is entirely 
appropriate as an indication of congressional intent for the guidance 
of the Administrator. 

We have always given full recognition to such indications, and 
have generally succeeded in conducting our programs in very close 
approximation to any such guidance contained in the legislative his- 
tory of the bill. 

ut it is a very different matter when such guidelines are written 
into law in the language of the bill itself. Then the full battery of 
apportionment, allotment and accounting controls are invoked to en- 
force the strict letter of the law. This is not guidance for the Admin- 
istrator, but a straitjacket. 

As I will point out when we discuss this appropriation, the House 
bill as it actually stands—including both the dollar amount and this 
proviso—would have an absolutely devastating effect on the present 
operations of the Office of the Administrator. 

I shall and do urge the committee to increase the appropriation to 
the full amount of the estimate. But even if in its wisdom the com- 
mittee agrees to that request, I still would urge as emphatically as 
I can that the Administrator be given reasonable freedom of action 
within an overall budget allowance, and that the language earmark- 
ing specific amount for urban renewal be deleted from the bill. 

ow, Mr. Chairman, I have prepared a brief explanatory state- 
ment in connection with each of our suggested amendments, which it 
might be best if I read as each one is taken up. 


LIMITATION ON TRAVEL 


Senator Macnuson. All right; we will take up this annual problem 
of travel limitations. 

Mr. Cote. In the “Salaries and expenses” appropriation te the Ad- 
ministrator, the budget request was for a travel limitation of $472,000. 

The House cut this limitation to $400,000 compared with the $375,- 
000 available for the current year. The lower figure is inconsistent 
with the expansion of staff projected in the budget, particularly for 
urban renewal field personnel who have to get out into the communi- 
ties where the urban renewal programs are going forward. 

We are requesting restoration of the limitation at the lower level 
of $467,000 to permit us to conduct this essential travel and to reflect 
the fact that minimum travel requirements under the estimate for 
“Defense planning activities” has been transferred to the appropria- 
tion for the Federal Civil Defense Administration. 

Senator Macnuson. In other words, you, in effect, are saying here 
that with the increase in the budget, which is, of course actually an 
increase in activities, that the $25,000 extra which the House gave you 
over last year is not sufficient in ratio to the increase in your activities? 

Mr. Coz. Mr. Chairman, that is it, exactly. 


SALARIES AND EXPENSES 


Mr. Corz. Mr. Chairman, the next two amendments are so closely 
related that they should be considered together. 

The first would increase an amount appropriated for “Salaries and 
expenses, Office of the Administrator” Foran the House figure of $8 
million to the budget estimate of $8,750,000. 
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The second would delete the proviso earmarking $6 million of this 
amount for administrative expenses of the urban renewal programs. 

I strongly recommend that the committee allow the full amount of 
this estimate. It covers five programs—general agency supervision, 
consolidated compliance activities, voluntary home-mortgage credit, 
public works advance planning, and urban renewal. 

The major increases requested is for urban renewal. Two of the 
other four items are slight reductions from the current year, and the 
increase in the other two are minor. 

As I am sure the members of this committee are aware, urban re- 
newal in a few short years has grown from an idea into a great na- 
tional program, with hundreds of cities deeply committed and dedi- 
cated to the objective of eliminating slums and blight and creating 
a wholesome living environment for their citizens. 

There have been innumerable obstacles and problems, of course, but 
I think that up to now, on the whole, the Federal Government has 
done a pretty good job on its end of this joint Federal-local under- 
taking. 

I think it is of the greatest importance that we continue to main- 
tain our capacity to do our part of the job with skill, with respon- 
sibility, and with reasonable promptness. To make this possible, we 
must enlarge and strengthen our staff, especially in the field. 

The Urban Renewal Commissioner, Mr. Steiner, is here with me, 
and is ready to explain to the committee the rapid growth in our 
workload, and the problems we are already encountering in trying 
to keep up with it with the staff resources now available. 


EFFECT OF PROVISO 


With respect to the proviso earmarking funds, I have already stated 
my objections in principle. It should be pointed out, however, as our 
justification statement shows, that this proviso—if considered to- 
gether with the $8 million figure now in the bill—would constitute 
a 25 percent reduction in funds for the 4 other programs covered 
by the appropriation. 

Mr. Chairman, I honestly do not know how I could live with such 
a reduction. The figure is not only 25 percent below the budget 
estimate, but almost that much below what we are now spending on 
those 4 programs, since no increase in total for the 4 was sought. 

There would have to be extensive reorganizations and reductions 
in force. It might even prove necessary to close down 1 or 2 pro- 
grams completely. I think it is not an exaggeration to say that the 
2 opertaing programs—voluntary home mortgage credit, and public 
works advance planning—would be wrecked. 

I do not see how we could do our overall management job, or 
protect the public by providing an adequate central compliance serv- 
ice for the Agency. In short, I would be faced, it seems to me, with 
an impossible situation. 

Mr. Chairman, I cannot too strongly urge that the committee restore 
the funds requested to this appropriation, and delete the earmarking 
proviso. 

Senator Magnuson. Now, it was my information, and I am hastily 
reading some of the testimony here in the House, but, generally 
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speaking, the House was directing their cut to the urban renewal 
a as as such, were they not ? 
r. Cote. No, sir, I do not believe so. 


EFFECT OF HOUSE REDUCTION 


Senator Magnuson. Have you taken the cut they will give you on 
your urban renewal and spread it across the board on the other 
programs ? 

Mr. Cotz. No. The House earmarked funds for the urban renewal 
program and allocated the major portion of the cut to the other 
four programs, Agency supervision and coordination, compliance, 
VHMCP, and 

Senator Macnuson. Public works advance planning ? 

Mr. Corr. Public works advance planning. 

on Macnuson. What were they directing their opposition to, 
mainly ? 

teen, They did not direct their opposition to anything, specifi- 
cally. They just gave us a cut and told the Administrator to live 
with it. 

Senator Magnuson. So, to live with it, you suggest you have to cut 
these other programs? 

Mr. Cotz. To live with it, we will have to cut the other programs, 
the other four, not the urban renewal. 

Senator Magnuson. Because they put a limitation on your urban 
renewal, so that was in effect a directive to spend that much on your 
urban renewal ? 

Mr. Cots. That is correct. 

Senator Maenuson. So therefore, the cuts have to spill over to the 
other four programs ? 

Mr. Corr. That is correct. 

Senator Maenuson. But do you not think the House was really 
directing their opposition to urban renewal ? 

Mr. Cotr. No, I do not, Mr. Chairman. I could be mistaken, but 
this is my interpretation. 

Senator Maenuson. Well, usually that has been the thing they have 
been objecting to. 

Mr. Cotz. Mr. Chairman, not a great deal. Public housing has been 
a controversial issue in the House particularly, but urban renewal has 
been accepted without too much controversy. 

Senator Maenuson. The chairman of the committee over there had 
a great deal to say about public works planning. 

Mr. Corr. Yes. 

Senator Macnuson. How much would that be cut? I mean, per- 
centagewise. 

Mr. Cortez. If we took the cut percentagewise, it would be 25 percent 
in each one of them. 

Senator Maenuson. For these four programs? 

Mr. Cote. That is correct. 





COMPLIANCE PROGRAM 


Senator Magnuson. What do you mean by consolidated compliance 
activities ? 
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Mr. Cote. That is our Compliance Division, which is the Investiga- 
tive and Inspection Division. 

Senator Magnuson. On public works? 

Mr. Corr. No. It is on the entire Housing Agency. It provides 
all of the commissioners of all the constituents with a compliance 
service. 

Senator Macnuson. What about general Agency supervision? Is 
that your men going out in the field ? 

Mr. Corr. No. Primarily, it is the Office of the Administrator and 
does include, of course, people in the field who have to do with the 
general supervision and coordination of the Agency. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Senator Magnuson. Then, voluntary home mortgage credit. What 
is that ? 

Mr. Cote. That is the program, Mr. Chairman, where we have fur- 
nished a staff for the industry, the lenders, and the builders, to try to 
obtain mortgages in so-called remote areas, and for minority groups. 

Senator Magnuson. Private mortgages ? 

Mr. Corr. Private mortgages. 

Senator Magnuson. Guaranteed ? 

Mr. Cote. Yes, FHA and VA. 

Senator Magnuson. What do they actually do, these people? 

Mr. Cotr. VHMCP? 

Senator Macnuson. Yes. 

Mr. Corr. We have a small staff, consisting generally of an execu- 
tive secretary and a girl in various regions throughout the country. 
These staffs assist the lenders, the life insurance companies, the com- 
mercial banks and savings and loan institutions, and the person who 
wants to borrow money, to get together. 

Senator Magnuson. Isthis on the whole program ? 

Mr. Cote. This is on the VHMCP program. 

One of the problems of securing financing for people in small town 
such as the one I live in, is the fact they are away from the financia 
centers and therefore are not serviced very well by the mortgage 
lenders. 

This is an effort, Mr. Chairman, to service the people in the so- 
called remote areas, to give them an opportunity to obtain financing 
and also one other thing: It is an assistance to the minority groups 
who sometimes find it difficult to obtain mortgage loans. 


VHMCP REGIONAL OFFICES 


Senator Magnuson. How many people do you have in that whole 
thing ¢ 

Mr. Core. 45. 

Senator Magnuson. Are they scattered around in different offices? 
— Cote. Yes, they are. We can break that down for you, if you 
ike. 

Mr. Frantz. There are 13 regional offices, most of which have 3 
or 4 people in them; from 2 to 4. 

Senator Magnuson. Are these people in the regional offices ? 

Mr. Core. Yes. 
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Senator Macnuson. How do they get to the remote areas? 

Mr. Cote. Well, the offices are in a larger town because this is where 
they must work from, but they provide service for the so-called re- 
mote areas. I havea list of the places where the offices are. 

Senator Macnuson. Put them in the record so we can see how re- 
mote they are. 

(The list referred to follows :) 


THE VOLUNTARY HOME MorTGAGE CREDIT PROGRAM 


The following table shows the location of the 18 VHMCP regional committee 
offices, the staff of each of the States served by each. 

The VHMCP facilitates the flow of FHA and VA mortgage funds to people 
living in remote areas, small communities and to minority groups. The criteria 
for defining a remote area are the sufficiency or insufficiency of facilities actively 
engaged in making FHA and VA loans, and the availability of funds for such 
mortgages in the community or area. The VHMCP has established that most 
VA direct loan areas, plus a number of additional cities and towns of less than 
25,000 population in 1950, except those falling within urbanized areas adjacent 
to metropolitan centers, are eligible for assistance. Since mortgage credit ap- 
pears to be inadequate from normal sources for members of minority groups 
throughout the country, there are no area restrictions for minorities. Generally, 
VHMCP assistance is extended to all areas where there normally exists an inade- 
quate supply of FHA-insured and VA-guaranteed funds. 











Number | 
Region and office location of em- States served 

| ployees 

iidiepeaeteniviegeentianiestieods |\—_|-_—_—________—_- picasa piace 

he 2 | Connecticut, Maine, Massachusetts, New Hampshire, New 
| | Jersey, New York, Rhode Island, Vermont, Puerto Rico, 
} Virgin Islands. 

Washington, D. C..-.....-.---. 3 | Delaware, District of Columbia, Maryland, Pennsylvania, 

Virginia, West Virginia. 

Gieriette, N.O.....:..-...... 4 | North Carolina, South Carolina. 

BI 6c tan qein ence 3 | Alabama, Florida, Georgia. 

Nashville, Tenn............__- 3 | Kentucky, Tennessee. 

Cleveland, Ohio..-_........._- 4 | Indiana, Michigan, Ohio. 

es 2 | Illinois, Iowa, Minnesota, Nebraska, North Dakota, South 

Dakota, Wisconsin. 

Kansas Gity, Mo.............- 3 | Colorado, Kansas, Missouri, Oklahoma. 

New Orleans, La--_...._.....- 4 | Arkansas, Louisiana, Mississippi. 

“| a See 2} New Mexico, Texas. 

Salt Lake City, Utah__.______. 2 | Idaho (south of the southern boundary of Idaho County and 

east of the eastern boundary of Idaho County), Montana, 


Utah, Wyoming. 

Pertiond, Oreg................ 2 | Alaska, Idaho (north of the southern boundary of Idaho 
County and west of the eastern boundary of Idaho County), 
Oregon, Washington. 

San Francisco, Calif. .........- 2 | Arizona, California, Nevada, Guam, Hawaii. 





ORIGINATION OF LOANS 


Mr. Corz. Again, this is where the offices are, but not where the 
services are. 

We can also provide for you a statement which would show the chair- 
man and the committee where these loans are originated—in other 
words, whether or not it does meet the remote area objective of the 
program. 

Would you like to have some information along that line ? 

Senator Macnuson. Do the remote area people come to the financial 
centers or the regional offices, or do you go out to see them ? 

Mr. Cotz. This is Mr. Graves, who directs the program, Perhaps 
he can tell you something. 

Mr. Frantz. They do some of the traveling that we are concerned 
about in connection with the travel limitation. 
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Senator Magnuson. How do you work this? Is Seattle a remote 
area ¢ 

Mr. Cote. No; not Seattle itself. 

Senator Magnuson. Well, you do not have a regional office there. 

Mr. Graves. We do have a regional office in Portland, Oreg., and it 
serves Washington. 

Senator Magnuson. Well, Washington is considered remote ? 

Mr. Graves. Our sole function is to put a — in touch with pri- 
vate lenders who have funds available for and GI loans. 

Senator Magnuson. Where do you have your offices on the coast 
for this? 

Mr. Graves. We have an office in Portland, Oreg., servicing Wash- 
ington, Oregon, and Idaho. 

nator Magnuson. How many offices do you have in California? 

Mr. Graves. We have one office in San Francisco servicing Califor- 

nia, Nevada, and Arizona. 


OPERATION OF VHMOC PROGRAM 


Senator Macnuson. So if you are way out in the backwoods and 
you want to participate in this pro and you do not know where 
to get financed, they get in touch with you, or do you get in touch with 
them? How does it work? 

Mr. Graves. We have been conducting an educational campaign to 
acquaint builders, realtors, and lumber dealers with the CP. 
People in need of mortgage financing in credit-short areas send the 
applications into our regional offices and we refer these applications to 
private lenders. 

Senator Maenuson. Then you area kind of broker ? 

=~ Graves. Yes, sir; we are the people’s mortgage broker, so te 

ak. 
 Gennton Maenvson. All right; thank you very much. 


PUBLIC WORKS ADVANCE PLANNING 


There is one thing I want to know here about the public works ad- 
vance planning. This, as I understand it—correct me if I am wrong— 
is a program in which you assist, again, the smaller communities, or 
any community, in the planning of future public works projects? 

Mr. Coxe. Yes, that is true, Mr. Chairman. 

If I may suggest, in the past or even as of now, we are assisting, 
primarily the smaller communities. 

Senator Maanuson. Well, naturally, the large communities have 
pretty much their own staff. 

Mr. Cote. Yes. This is Mr. Hazeltine, if you would like to talk te 
him, who is the Commissioner of the Community Facilities Adminis- 
tration. 

Senator Maenuson. As I remember the testimony from previous 

ears, most of it has been with the smaller communities that do not 
lave the facilities or staff to do their own planning. You assist them; 
is that not correct? 

Mr. Hazext1ne. That is correct, Mr. Chairman. 

Senator Maenuson. And sometimes with expert and technical 
advice? 
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Mr. Hazertine. They do their own planning, but we review those 
plans, at least the scope of them, to see that they come within the con- 
tract requirements we have set up. 

Senator Macnuson. Then, sometimes maybe, they are not too famil- 
iar with standards and you might aid them in that respect ? 

Mr. Hazextine. Usually that is done by their consulting engineer, 
and we really only review the plans to see that the consulting engineer 
has accomplished the scope for which we are advancing the money. 

Mr. Coreg. It does provide the aid, however. 

Senator Magnuson. In this case, would not a review by your 
agency, where you would put an O. K. on it—in other words, say 
this looks good, would not that allow them to better finance their proj- 
ects and sell their bonds? 

Mr. Hazrutrne. It is quite possible that would be the effect. 

Senator Macnuson. Well, I understand some of the lenders in these 
cases, the banks and investment houses, feel better about the loan if it 
is going through this process. 

Mr. Hazeutttne. I think that could very well be true. 

Senator Macnuson. Particularly the smaller communities? 

Mr. Hazertrine. I think that could very well be accepted. 

Senator Macnuson. And, surely, there will be much more of that 
in the next year, I would think, than there was last year. 

This, as you say, would be cut 25 percent ? 

Mr. Cote. Yes; that is correct. 

Senator Macnuson. But you have nothing to do with the financing? 

Mr. Hazettine. Not under this advance planning program. 

Senator Magnuson. That is right. 

Mr. Core. Mr. Chairman, I have, if you care to have it for the rec- 
ord, the applications by type of facility and population group. 

(The material referred to follows :) 


Applications by type of facility and population group, cumulative Nov. 30, 1957 








Type Total Under | 5,000 to | 10,000 to | 50,000 to| Over 
5,000 | 10,000 50,000 100,000 | 100,000! 
Water and/or sewer-_-___.....-...------ — 395 184 80 93 20 18 
Educational facilities ...................-- 255 44 50 67 18 76 
NN II 8 is 8 oc Sumo ceehee 72 4 9 20 8 31 
Roads and streets_-__-._._..-- inane ella Ss 34 9 7 10 2 6 
Pies pea oes Et 98 12 17 25 9 35 
aida cbiintanmnknhddivkawe uta 854 253 163 215 57 166 


1 Includes county and areawide projects which benefit a number of smaller communities. 
AGENCY SUPERVISION 


Senator Macnuson. I would imagine that is generally, in the so- 
called smaller communities. A large city has their own organization 
and they do not need this. 

Then the other two you speak of, the general agency supervision is 
directly under you, and you supervise it ? 

Mr. Cote. Yes; the entire Agency. 

Senator Maenuson. The entire Agency? 

Mr. Cote. Yes, sir. 

Senator Magnuson. How many people do you have doing that? 

Mr. Frantz. About 120. 
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Senator Magnuson. 120? 
Mr. Frantz. Yes, sir. 


CONSOLIDATED COMPLIANCE PROGRAM 


Senator Macnuson. Then you have the consolidated compliance 
activities. Are they the people that go out and check on a project 
to see that it is being built right ? 

Mr. Corr. No. 

Mr. Chairman, these are the people who are available, at the re- 
quest of the Commissioners of the various constituents, or the Ad- 
ministrator, to investigate any questions about fraud, misfeasance, 
and problems of that sort. 

Senator Magnuson. In the building? 

Mr. Corr. No; inthe entire Agency programs. 

Senator Magnuson. How many people do you have doing that, 
approximately ? 

Mr. Frantz. There are 61 in that division. 

Senator Magnuson. 61 in that division ? 

Fr. Frantz. Yes, sir; plus administrative support. 

Senator Magnuson. What do they actually do? Is it that I come 
in, assuming I am an applicant, and you look over my application and 
you agree to participate with me in this? Do they come in after that 
is signed or before? 

Mr. Cote. No. They do not come in in that particular case, unless 
there is something incorrect or something in the nature of a charge 
of fraud or misfeasance, or a matter of that kind. 

Senator Magnuson. Well, that is usually after you have gone ahead ? 

Mr. Coxe. It could be after or before. 

They assist the Department of Justice in developing information 
which has been received by the Agency, either through our own 
sources or through information that come from the outside. 

To best illustrate it, it is the investigative force of the Agency to 
maintain the integrity of our programs. 

Remember Mr. Chairman, we are dealing with hundreds and hun- 
dreds of communities. We are dealing with thousands and thousands 
of individuals and corporations. We are giving money away and we 
are lending money, and we need to maintain the integrity of these 
operations. 

INVESTIGATIVE PROCEDURES 


Senator Magnuson. How do they get on the trail? Do they look at 
the application, or do they go to the area itself ? 

Mr. Cote. Both. They not only make an inspection of records but 
they make an inspection by talking to people and investigating the 
problems which have arisen. 

Senator Maenvuson. You investigate your own agencies; do you 
not ? 

Mr. Coir. We investigate our own agencies; yes. 

Senator Magnuson. Well, are they usually lawyers? 

Mr. Cote. A great many are trained investigators, and former FBI 
agents. Some of them are accountants. Some of them are lawyers. 
Senator Macnuson. Naturally, you have to have accountants. 

Mr. Corr. They also provide an inspection service upon request 
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to determine the integrity of an operation within one of the constitu- 
ents. 

Let’s assume, Mr. Chairman, that the Commissioner may want to 
know whether or not a given program is being carried out within the 

licy of the Congress and the executive branch. These people will 

etermine, for example, whether or not negotiated bids have been 
carried out according to the rules and regulations. 

Senator Maenuson. There are about 60 of those? 

Mr. Corr. Yes, all together, including clerical. 

Senator Maenuson. Of course, once you enter into one of these 
projects you have the Government and private people all together 
doing a job, and they look at the whole business ? 

Mr. Corz. They look at the whole business. 

Senator Maenuson. Including the Government people themselves? 

Mr. Corz. That is correct. 


GENERAL AGENCY SUPERVISION 


Senator Maenuson. And under this, again so the record is clear, 
if this cut was sustained your general agency supervision, and there 
again let’s get the record straight, those people only are watching or 
ors the Government end for you; 1s that correct ? 

r. Cote. Compliance ? 

Senator Macnuson. No; agency supervision. 

Mr. Coz. General agency supervision. 

> Oh sauce if I may suggest, the statement is not quite broad 
enough. 

Senator Macnuson. What is the difference between the two groups? 

Mr. Cotz. The people working for the Administrator in super- 
vision and coordination are the people who assist him in his respon- 
sibilities. His responsibilities, as you know, have to do with the legis- 
lative side of the entire Agency, the contacts with the White House 
and the Bureau of the Budget on the budget and on the appropria- 
tions side, the contacts policywise to determine whether or not the 
Agency, as a whole, is carrying out all of its responsibilities which 
Congress has placed upon it, and which the executive branch has 
determined. 

Now, these people, then, are the staff people who advise the Ad- 
ministrator. For instance, the Administrator cannot be the technician 
that the gentleman on my left is, with respect to budgets, and his staff 
advises the Administrator. 

The same thing is true with a lawyer on the Administrator’s staff 
because the Administrator cannot himself undertake the study to 
determine some of the broad policy legal questions, and so we have 
lawyers to advise the Administrator. 

These staff people, then, in the Office of the Administrator, are 
this kind of skill: They give the Administrator the technical staff 
work to assist him in coming to conclusions and making determina- 
tions with respect to his responsibilities. 

Senator Macnuson. Why do you have this other group superim- 
posed upon your experts? 

Mr. Corr. Which other group? 

Senator Macnuson. “General Agency supervision” ; supervisors. 
Mr. Corr. This isthe group I am talking about; I am sorry. 
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Senator Maenuson. Oh, I didn’t realize. 

Mr. Core. The general Agency supervision and coordination. 

Senator Magnuson. Over here [indicating] is your budget officer. 
Do _ Mr. Frantz, have some of these fellows in your office? 

r. Core. I think we are confused. I think you are talking about 

compliance now, are you not ? 

Senator Macnuson. I am talking about “General Agency super- 
vision.” You have more than 100 people. 


DISTINCTION BETWEEN PROGRAMS AND ORGANIZATION UNITS 


Mr. Frantz. Senator, perhaps what is not clear here is that “Gen- 
eral Agency supervision” is not a separate organizational unit. It is 
a separate activity category in the budget, but the people are scattered 
throughout all of the offices in the Office of the Administrator—in the 
Legal Division, in the Division of Administration, in the Division of 
Plans and Programs, and so forth. 

Senator Magnuson. Do you have one in yours? 

Mr. Frantz. Part of my staff are charged against this activity, yes. 

Senator Magnuson. Against this activity ? 

Mr. Frantz. Yes, sir. 

Senator Maenuson. So that you advise the Administrator directly, 
do you not? 

Mr. Corr. That is true. 

Senator Macnuson. Who do these people advise? 

Mr. Corr. They advise Mr. Frantz. 

Mr. Frantz. They help me advise Mr. Cole. 


BUDGET FUNCTION IN GENERAL AGENCY SUPERVISION 


Mr. Cote. Mr. Chairman, as you well know—let’s take the budget 
as an example—I have been told by one of the top people in the Bureau 
of the Budget the Housing and Home Finance Agency has perhaps 
the most complex and difficult budget in the executive branch, and I 
am sure the chairman is aware of these problems. 

Senator Macnuson. It is the most complex appropriation, I can 
tell you that. 

Mr. Core. Yes. I think that is true. 

Now, the point is well taken, Mr. Chairman, that even with as bright 
a man as I think Mr. Frantz is, he cannot undertake this alone. He 
must have help. He must have technicians and people who can advise 
him and do the work; and a tremendous amount of work is involved 
in this sort of thing, particularly when you are attempting to super- 
vise. 

Senator Maenuson. I understand that. 

Mr. Cote. Now, part of the supervision has to do with his advising 
the Administrator how this budget shall be expended—not just bring- 
ing it together, but how do we spend it, and what do we do with it. 

Senator Magnuson. I would think all of these would be underneath 
him, and they would come to him and he would come to you. 

Mr. Core. That is the way it is. That is the way the organization 
is carried on. 


25300—58—pt. 1——-6 
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Senator Macnuson. Why are they not listed under the Budget Divi- 
sion instead of the “General Agency supervision,” and scattered all 
over the Department ? 

Mr. Core. Mr. Chairman, this is a very good question, if I may say 
so. It is a question of bookkeeping—a question of the determination 
of costs in a governmental organization and the operations of the 
Agency. 

Senator Macnuson. Well, suppose I am in that division and you 
have assigned me to work with Mr. Frantz, the budget officer. Do 
you move me over to someplace else ? 

Mr. Cote. No. 

Senator Macnouson. All right; I stay right there. Then why am 
not under him? 

Mr. Corz. No. My point is, Mr. Chairman, you would not be in 
that division. Part of your time might be charged to that division, 
but you might be in this gentleman’s division, sitting back here, and 
part of his time is charged to supervision and part is charged to an- 
other program. 

Senator Magnuson. Are those 100 people running all over different 
divisions ? 

Mr. Cote. No. 

Senator Macnuson. Where do they stay? 

Mr. Cot. Most of them are here in the central office in Waskingtexi, 
but some are in the regional offices. 

Senator Magnuson. But you say part of this time would be charged 
to budget ? 

Mr. Core. Yes. 

Senator Magnuson. Then where is the rest of the time charged to? 

= Cote. We have that broken down and would be glad to provide 
it for you. 

Senate Maenvson. Well, I don’t question the necessity of these 
people. I am just wondering. This is kind of a group set underneath. 
T can understand the compliance people. They have to go to different 
places to find out everything. But if part of these 100 people are with 
Mr. Frantz in the Budget, why would they not be charged there? 


METHOD OF COST DISTRIBUTION 


Mr. Corz. As a bookkeeping item—and Mr. Frantz can talk to it 
much better than I—but as a bookkeeping item let us take a lawyer, 
for instance: A lawyer sometimes puts his time in to advise and to 
determine the legislative proposals; at other times the lawyer is using 
his services, shall I say, for supervision—to assist the Administrator 
in supervision. 

Mr. Chairman, in the interest of economy, we do not hire a separate 
lawyer for supervision and a separate lawyer, necessarily, for the de- 
velopment of legislative programs, say. We utilize this lawyer for all 
of the programs that the Administrator is charged with, and we 
charge his time accordingly. 

Senator Macnuson. And he is, in this outfit, called General Agency 
Supervision ? 

Mr. Core. Yes, sir. 

Senator Magnuson. Do they have a head? 

Mr. Frantz. No. 
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Mr. Cote. Yes. 

Mr. Frantz. General agency supervision ? 

Rn Cote. No, not general agency supervision. The lawyers have 
a head. 

Senator Maenuson. I am getting confused. 

Mr. Frantz. Let me take a brief crack at it. 

Senator Maenuson. I am a lawyer, too, so I guess that is the reason 
why I am confused. 

Mr. Frantz. We break our budget down in two ways: One, by pro- 
grams or activities, and two, by organizational units, for the informa- 
tion of the Congress. 

Now, general agency supervision, compliance, urban renewal, ad- 
vance planning—those are not organizational units in the Agency. 
They are programs or activities, and we maintain an accounting sys- 
tem to try to ascertain, so we can advise the Congress, what the cost 
of each of these activities is. 

One of those categories is the cost of the Administrator’s basic job 
of running the Agency. That is what we call general agency super- 
vision. It is made up of part of the cost of the top staff organiza- 
tional units that help the Administrator do his job, but it is not itself 
an organizational unit of any kind. It has no head or any organiza- 
tional structure. 

Senator Magnuson. Are those 100 people all working under you? 

Mr. Corx. Yes. 

Senator Magnuson. And all report to you? 

Mr. Cox. No. They do not all report directly to me. They report 
to me through assistant administrators, 

Senator Macnuson. I would think these people, then, would be as- 
sistants to the Administrator ? 

Mr. Core. Mr. Frantz may be developing a chart that may be of 
help. 

Senator Maenvson. Assistants to you? 

Mr. Coz. I do have assistants. 

Senator Maanuson. Then you have this outfit under you? 

Mr. Corr. No; they are not a division, Mr. Chairman. That is a 
bookkeeping category. 

May we go off the record ? 

Senator Maennson. Off the record. 

(Discussion off the record. ) 

Senator Maenuson. It seems to me that they ought to be just 100 leg 
men that are working for the Administrator. 

Mr. Corr. Well, you could do it that way, Mr. Chairman. You 
could set up a separate division, I suppose; but then I believe—I am 
convinced—that you would have more people. 

Senator Maenuson: Wasthis there when you came in ? 

Mr. Cots. Oh, yes. 

Senator Macnuson. You inherited it? 

Mr. Cot. I inherited it. Let’s say it has absorbed me. I have not 
found a better way to do it, sir, and I have tried. I have looked at it. 

Senator Maenuson. I think, maybe to save time, we will not belabor 
this point, but do bring us a chart. 

Mr. Cotz. We will be delighted to. 

Senator Macnuson. Draw usa picture. 
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Mr. Cox. Yes. 

Senator SatronsTaLL. Draw a picture, or make a chart and show 
where these 100 employees are located; for instance, show where a 
person is, show what group a person is in when he holds one posi- 
tion and what group that same person is in when he holds another 
position. 

I never fully understood the operation of this Agency. 

Mr. Frantz. We can do that very easily. 

(The information referred to follows :) 


Norre.—In the detailed justifications submitted to the Congress, the estimates 
for the overall budget of the Office of the Administrator (including the programs 
of URA and CFA) are broken down in three ways: 

1. A detailed breakdown is provided by source of funds, showing how much 
comes from the basic appropriation and how much from corporate revolving 
funds and other authorizations; 

2. A detailed breakdown by program or activity, showing the cost of each 
major program ; and 

38. A detailed breakdown by organization unit, showing for each major divi- 
sion and the constituent units the total employment and personal services cost. 

For efficiency and economy, a single integrated organization serves all 
operating programs. For example, there is one personnel office, one audit staff, 
one information staff, and so on, rather than separate staffs of this nature for 
each program. A detailed system of accounts is maintained in order to deter- 
mine what part of the cost of each such unit should be charged to each program. 
The results of this distribution are regularly audited by the internal audit staff 
and the General Accounting Office. 

The three basic tables referred to above follow. A chart showing the distribu- 
tion of charges by organization units for all programs, including general Agency 
supervision, has been furnished the committee. 


Hovustnc AND Home FinancE AGENCY, OFFICE OF THE ADMINISTRATOR 


TaBLeE I.—Sources of funds for staff expenses ' 


Actual, 1957 | Estimate, Estimate, 
1958 1959 








Appropriations: 
Salaries and expenses: 
NT Beilin ie cnc cnnniempanaminoepsdipewuninniel $6, 225, 000 $6, 930, 000 $8, 850, 000 
Supplemental Appropriation Act, 1958_...............|.--.-----.-.-- Ok) ee Te ee 
Total, salaries and expenses--.-...-.-.-...-...-..--..--- 6, 225, 000 7, 380, 000 8, 850, 000 
Transfer from Federal Civil Defense Administration 540 


Farm housing research, Supplemental Appropriation Act, 
9 


icici deareectnineniaes diianoinatentnanrniwaits hE AERE leat used BE, CEP fescssssaed.... 
Authorizations: 

I I estat cikistbsdithinwenbinitionaitnbnnmeksen 1, 100, 000 1, 377, 000 1, 675, 000 

Be 6 eceenshcsalbeenbahaneecnpabaiite 368, 000 400, 000 550, 000 

Community disposition activities_..................-.-.-.- 539, 244 718, 000 600, 000 
Revolving fund (liquidating programs): 

I Sh linge beet dp dln dcewdelenk eke cael 225, 000 120, 000 173, 000 

Reorganization Plan No. 1 of 1957...........--..------]-----.----..-- MOD obese sSeboonas 

TON, COPE BING... ones cncsinsns peep cgins 225, 000 142, 000 | 173, 000 

Total, sourgeviet Memes. 24 3 55 0 555 8, 503, 734 ~~ 10, 032, 000 11 848, 000 

Unobligated balance, estimated savings...............-.-.-..- IN, CH, Lnitcnd dp wangalpaBhos ptt Fence 

NE SD ogc ntenninnyccesocnbnépenenperipginn 8, 195, 712 10, 032, 000 11, 848, 000 

Adjustment for retiremoent......,.......- 2222222222 .0ssnccoqeccce DUNE Boia theta chia omweldattagan aise 

I PONE oie entice pc ctannccicnccednipetennacoss’ 8, 616, 000 10, 032, 000 11, 848, 000 


1 Not adjusted to reflect budget amendments in 8. Docs. 89 and 94. 
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TasBe II.—Comparison by activity ! 





Program or activity 


8 
& 
B 


——————_—|———u~“~|—____} _ | LS EO 


General agency supervision 
















Recital $1, 150, 000 
Consolidated compliance activities_. 590, 000 
Voluntary Home Mortgage Credit... 425, 000 
Public-works planning advances--.- 500, 000 
Urban Renewal Administration__... 6, 085, 000 
Defense planning activities.......... 100, 000 

es salaries and ex- 
pense ial wiih dsl eran acne las eed 8, 850, 000 
oo ousing loans. ............-- 1, 675, 000 
Public-facility loans..............-.. 550, 000 
Liquidating activities_....._.._.._.. 173, 000 
Community disposition SregEee..-s 600, 000 
pe EE SERRE .enierde Beet) A ee te 
Total obligations___..........- 11, 848, 000 
A@justanent for rotivemoent..........-. fs... oes GRR SB Rea ee ee 
po Ee eae 11, 848, 000 

1 Not adjusted to reflect budget amendments in 8S, Does. 89 and 94. 
TABLE III.—Comparison by organizational unit * 
Actual, 1957 Estimate, 1958 Estimate, 1959 
Organizational unit 
Net cost Net cost 
Departmental: 

Administrator’s Office_-..._....- 12 $114, 000 
7" _ |. Shed eee 30 190, 000 
International Housing Service ___ 4 39, 000 
Racial Relations Service__.__.-. 6 41, 000 

Congressional Liaison and | 
eee 19 158, 900 
Diviston of Plans and Prosrems_| 36 324, 000 
Office of the General Counsel. -- 35 207, 000 
Administrative staff services___- 86 627, 000 
General Services Branch__._.... 56 329, 000 
Division of Compliance .___- 61 416, 000 

Voluntary Home Mortgage 
CU imcrabstun dakendbnttien 61 275, 000 
Community disposition___.___- 82 353, 000 
Urban Renewal Administration 103 930, 000 

Community Facilities Admin- 
eS 68 522, 000 
Subtotal, departmental... _-.. 658 4, 615, 000 

ahaa 





ional offices (including Puerto 
ico) : 


Regional administrator... __...- 
Community moquinuments 
Branch-.. 


Community Facilities Branch... 
Engineering Branch. -..-....-.-.- 
Financial Analysis Branch... _- 
Urban Renewal Branch 


Subtotal, regional offices 


Total, personal services. --.... 
Other objects of expense............- 


Total obligations.............. 
Adjustment for retirement -_-_---_..-- 


SRE Wc chacacanmacens 





! Not adjusted to reflect budget amendments in 8. Docs. 89 and 94. 
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UrsaN RENEWAL ADMINISTRATION 


Senator Magnuson. All right, Mr. Cole, proceed with your state- 
ment. 


Mr. Cote. I will now proceed to Urban Renewal Administration. 
URBAN PLANNING GRANTS 


Mr. Chairman, the next amendment we are requesting is concerned 
with the appropriation request for urban planning assistance pur- 
suant to section 701 of the Housing Act of 1954, as amended. 

Under this authority, the Urban Renewal Administration provides 
matching grants for planning assistance to help finance such activities 
as surveys, land-use studies, and the preparation of urban plans. 

Grants are made to State planning agencies for the provision of 

lanning assistance to cities of under 25,000 population and to official 
tate, metropolitan, or regional agencies for planning activities in 
metropolitan or regional areas. 

In my judgment, the program is making a real and valuable con- 
tribution to the quality of planning being brought to bear on urban 
renewal and other local problems. 

Against the budget request of $3.5 million for this program, the 
House allowed only $3 million—a reduction of $500,000. Our expe- 
rience is that an increasing number of jurisdictions are qualifying as 
eligible and are applying for this form of assistance. We feel] that 
even full restoration of the budget estimates will leave us with a back- 
log of applications at the end of next year which we will be unable 
to approve. 

Commissioner Steiner of the Urban Renewal Administration will 
be glad to discuss this matter in greater detail. 

Senator Maenuson. We will put your statement, Mr. Steiner, in 
the record at this point. 

(The statement referred to follows:) 


STATEMENT OF THE URBAN RENEWAL COMMISSIONER 


Mr. Chairman and members of the committee, I am grateful to have this oppor- 
tunity to discuss with you budget estimates for the urban renewal and urban 
planning assistance programs for fiscal year 1959. 

In the past year these programs have enjoyed considerable success, both in 
terms of their constructive utilization by cities and towns throughout the Nation 
and in terms of significant program accomplishments. In the first 9 months of 
the current year, applications for new title I urban renewal projects have been 
received at an unprecedented volume—138 new applications from 105 localities, 
most of which will be participating in the program for the first time. As of 
April 1, there were 517 active urban renewal projects of which 213 were in 
the execution stage and 304 in the planning stage. In addition to these active 
projects, there were applications on hand for 63 further projects. 

Even more significant than the overall growth of the urban renewal pro- 
gram has been the shift in emphasis from project planning to actual project 
execution—the acquisition and clearance of land, the resale of that land to 
redevelopers, and the construction of new housing and facilities. This growth 
in project execution activities and the size of the job to be done can both be 
illustrated by a few comparative figures of actual accomplishments for fiscal 
year 1957 and projected accomplishments for the budget year. 

In 1957 slightly more than 5,800 parcels of land were acquired at a purchase 
price of approximately $55 million. In 1959 it is anticipated that almost 19.000 
parcels of land will be acquired at a purchase price of approximately $169 
million. 





' 
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In 1957 approximately 8,700 families were relocated from project sites. For 
1959 it is estimated that approximately 22,000 such families will be relocated. 

In 1957 approximately 14,700 dwelling units were cleared from, project areas. 
In 1957 this figure will rise to 22,000. 

In 1957 land valued at slightly more than $8 million was sold to redevelopers. 
For 1959 sales of such land are anticipated to exceed $44 million. 

New construction on project land is difficult to illustrate on such a compara- 
tive basis; however, the report of our latest survey on such construction is very 
gratifying. That report indicates that 68 major construction activities have 
been initiated with a total value in excess of $450 million. 

Capital grant disbursements is a significant indicator of progress in title I 
project execution activities. For the budget year it is estimated that $60 mil- 
lion will be disbursed for this purpose. The appropriation requested is, how- 
ever, only $50 million because of the anticipated carryover of funds from the 
current fiscal year. 

The very success of the urban renewal programs has resulted in a situation 
in which the Federal administrative staff can no longer keep up with the rapidly 
increasing workload. The shift in program emphasis to project execution, with 
the increased workload in connection with projects in the execution stage, is 
the most significant factor in this situation. In spite of our continuing efforts 
to streamline operations and simplify procedures, significant backlogs have 
developed which are slowing down the pace and efficiency of the title I program. 
To meet the increasing workload, we have asked for an appropriation of 
$6,085,000. 

The urban planning assistance program authorized by the Housing Act of 
1954 has shown a remarkable rate of growth. At present, there are on hand 
applications for 38 projects with requests for planning grants in an amount of 
$1,389,000, which cannot be met out of the 1958 appropriation. New applications 
are being received at an annual rate of approximately $3,600,000. For fiscal 
year 1959 our budget estimates provided for an appropriation of $3,500,000 to meet 
this rapidly growing demand for planning assistance to smaller localities and 
metropolitan areas. In the House action, this amount was reduced to $3 mil- 
lion. We strongly urge the restoration of the full amount of the budget request 
for this purpose which is beginning to have an important impact in providing 
for the orderly growth of cities and in the prevention of future slums. 


PLANNING ASSISTANCE TO SMALL CITIES 


Senator Magnuson. Let me ask Mr. Steiner this: 

You started out making grants to State planning agencies for plan- 
ning assistance to cities under 25,000. Let’s take that phase of it first. 

What type of urban renewal would cities under 25,000 want? 

Mr. Sterner. Mr. Chairman, this deals with city planning, not with 
urban renewal in the usual sense. 

Senator Macnuson. Planning for what? 

Mr. Sterner. Planning for the future growth and development of 
the small cities of less than 25,000 population. 

This aid is not given to them directly by the Federal Govern- 
ment 

Senator Magnuson. Not for changing the face of the cities or the 
areas in any legislation ? 

Mr. Sterner. No. 

Senator Magnuson. It is mainly for future growth ? 

Mr. Sterner. To help them in orderly growth for the future, so as 
to prevent the formation of slums. 

Senator Macnuson. Yes. 

Now, I can understand your urban planning on the other, the met- 
ropolitan centers. I mean, there you have changing of the face and 
changing the plans because sometimes the growth, the geographic, 
the area growth, has been stopped, and that is why you have to do 
this. But for cities of 25,000 it is just for the future? 














86 INDEPENDENT OFFICES APPROPRIATIONS, 1959 


Mr. Sterner. Yes, sir. 

Senator Magnuson. Mainly for the future? 

Mr. Sterner. Yes, sir; but to help State agencies give small cities 
assistance in guiding their future growth, so it will be a sound growth 
and so that it will be efficient. 

Senator Macnuson. Would not the request in that program become 
a little bit greater with the big road program we are having, where 
these roads are starting to cut through these places, and also will have 
an effect as to where they are going to go and how they are going to 
be planned? Is not some of that involved ? 

Mr. Srerner. I think all of these development activities do tie to- 
gether, and certainly the rate of requests has definitely increased and 
is increasing. Just what the precise causes are is very hard to say. 

Senator Maenuson. What do you give tothem? Just what services 
do you render to them ? 

Mr. Sretner. We get applications from State agencies to render 
ee planning assistance to certain small cities in their particular 

tates—— 

Senator Magnuson. Do they submit a plan to you? 

Mr. Sterner. They submit a work program. 

Senator Maenuson. A work program. 

Mr. Sterner. They submit a work program, and we can pay up 
to half of the cost of that technical planning assistance. The other 
half has to come from non-Federal, from local funds. 

Senator Maenuson. Do you send people to the place? 

Mr. Sterner. We do not usually ck: any Federal people to the 
individual small cities. The State planning agencies send their tech- 
nicians to the small cities. We may send some of our people to the 
State capitals to talk with the State planning agencies, but we do 
not have direct contact with the small cities. 

Senator Magnuson. What if they do not have a State planning 
agency ? 

Mr. Sterner. Well, a great-many States now do have them. One 
of the things this legislation has stimulated is the formation of new 
agencies, or the giving of this kind of power by the State legislature 
to some established department. 

Senator Maenuson. In other words, the State is better off it it 
has a planning agency, and if it wants to take advantage of this pro- 
gram; would that be correct ? 

Mr. Sterner. The State, in order to operate under this program, 
needs to have an agency which has been given this function by the 
State legislature. It does not have to be called a planning agency. 

Senator Maenuson. Well, I mean, close to it. 

Mr. Srerner. It may be the State department of commerce or a 
State university, or something else, as long as the function is vested 
in the appropriate State agency by the State legislature. 


PLANNING ASSISTANCE TO METROPOLITAN AREAS 


Senator Maenvson. In the metropolitan areas most of your appli- 
cations have already been received, have they not? 

Mr. Sterner. No, I would not say so. 

Senator Magnuson. Are there some areas that have not sent in 
applications ? 








INDEPENDENT OFFICES APPROPRIATIONS, 1959 87 


Mr. Srerner. Yes, sir. There are more coming all the time. This 
is showing an increased growth, too. I think that we have contracts 
now with about 45 metropolitan areas. 

The Bureau of the Census defines about 175 standard metropolitan 
areas. So we have possibly somewhere in the neighborhood of a 
quarter of the total potential as defined by the Bureau of the Census 
now in the program. 

Senator Macnuson. That is, there are ————— 200, in round 
figures, 200 such areas in the United States 

Mr. Sretner. I think, roughly, 175. 

Senator Maenuson. 45 have made applications ? 

Mr. Sterner. 45 are under contract, and there are some others that 
have applications pending. 

a Macnvuson. Yow many have actually gone ahead with 
work ¢ 

Mr. Sretner. I think all of these 45 are actually engaged in plan- 
ning work, metropolitan planning work. 

Senator Macnuson. I am not talking of the planning work. I’m 
talking of the actual work pursuant to a plan. 

Mr. Sterner. That is hard to say. Im all of these areas, of course, 
there are public works that are active all the time; and, as plans are 
developed, the public works activities are more and more related to 
planning rather than just being independent of it. 

Senator Magnuson. Because in some city like New York, or in any 
metropolitan area, even the changing of a main sewer system would 
be a public work; I mean pursuant to the plan, would it not? 

Mr. Sterner. Yes, sir; if it dealt with the main sewerage, yes. 

Senator Maenuson. Yes. 

Senator SatronsTatu. May I ask one question ? 

Senator Macenuson. Yes. 


MATCHING GRANT FORMULA 


Senator SautronsTatu. This is done on a 50-50 basis ? 
Mr. Sterner. Yes, sir. 


APPROPRIATIONS AVAILABLE AND NEEDED 


Senator Sartonstatu. Is the extent of our work limited by the 

amount of the appropriation? In other words, can we take on new 

ewe You ae 215 projects estimated. Is that your program 
or 1959 % 

Mr. Sterner. We are limited now by funds. We will have appli- 
cations on hand next June 30, in the amount of about $2,200,000 that 
we have been unable to satisfy out of the 1958 appropriation. 

This was not the case last year. Last year we had an unused balance 
that went from 1957 into 1958, but remained available. 

Senator Magnuson. The budget estimate of $3,500,000 would be 
your total planning grants on the 1958 basis ? 

Mr. Sterner. That is correct. 

Senator Sauronstatu. If you received applications beyond that 
amount, you would have to turn them down and put them on the 
waiting list ? 

Mr. Sterner. We would have to turn them down or put them on 
the waiting list, or have some kind of an apportionment formula. 
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Senator SatronsTaLt. How many are on the waiting list? Did you 


say ? 

Mr. Srerner. I think there are now 38 projects, amounting to ap- 
proximately $1,400,000, on the waiting list that we cannot reach with 
the 1958 appropriations. 

Senator Satronstaty. And those you cannot afford until 1959? 

Mr. Srerner. Yes, sir. 

Senator Sautronstrauu. If we give you your full amount of $3,500,- 
000, will that take care of providing for all your foreseen projects 
in 1959? Will you have any waiting list over that? 

Mr. Sterner. That will not be enough to take care of all requests. 
The $3.5 million figure is still a tight figure, a very tight figure, and 
we will either have to carry another waiting list into 1960 or develop 


some type of limitation or apportionment formula for use during 
1959. 


DEMAND FOR PLANNING GRANTS 


Senator SatronstaLu. As the chairman brought out, this program 
is becoming better known and is being more widely used ? 

Mr. Sretner. Yes, sir; there is a tremendous increase of interest in 
the program. 

Senator Sattonstauu. Really, our determination is basically a ques- 
tion of policy as to how far to let you go ahead with the thing. You 
are entirely limited by the amount of funds? You have more work 
than you can do, but it depends on how much funding you have as 
to how much work you can do? 

Mr. Srerner. Yes, sir. 


METHOD OF PROGRAM OPERATION 


Senator Macnuson. After you made the contract, and you agreed 
to the aid, say you are planning the project, do you have the staff to 
handle that or do you contract work out, the planning, or do you do it 
both ways? 

Mr. Steiner. We contract, as I say, with the State planning agency 
for the technical assistance to the small cities. They do it both ways. 
Some of the State planning agencies have their own staffs to render 
the technical assistance. Others employ consultants. Some use a 
combination. 

The same is true on the metropolitan area. We contract with the 
metropolitan agencies. Some of them have their own staffs. Some 
of them have used other planning facilities. 
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AVAILABILITY OF SKILLED PLANNERS 


Senator Magnuson. I would think there would not be enough of 
these so-called planning experts available that you could hire in either 
State or Federal agencies. 

Mr. Cote. We do not hire them in Federal agencies, and there you 
put your finger on an important point. 

Senator Magnuson. You have to farm some of this out ? 

Mr. Coreg. Yes. 

It is true there is a need for additional professional planning people. 

Mr. Srerner. The professional poopls in this field are in very 
short supply. 

Senator Magnuson. Yes; a lot of them are in private business. 
They are the consultants, and you have to farm some of it out. I 
do not see how you could possibly get people at the salaries that are 
paid in the State agencies particularly. The metropolitan agencies 
pay better than the State agencies because they have a freer rein on 
the salaries. 


AREAS ACTIVE IN PROGRAM 


I wish you would put in the record, Mr. Steiner, the names of the 
areas that you have now made contracts with, and the names of the 
areas that made applications, that applications are pending for. 

Mr. SreIrner. a I will be glad to do it. 

Senator Macenuson. Also, you could put in the names of the areas 
that have not made applications but would be considered metropolitan 
areas under the Census criteria. 

Mr. Sterner. Yes, sir; we would be very glad to furnish that in- 
formation for the record. 

Mr. Frantz. That is only on the metropolitan areas? 

Senator Magnuson. Yes. 

Well, if it would not be too much, we would like to have the smaller 
communities, too, if it applies. 

Mr. Srerner. If I may suggest, Mr. Chairman, I think the best 
way for us to give you that information would be to give you the 
States which have passed adequate legislation providing for assist- 
ance to small communities. 

Senator Maanuson. Please do that, because I think a few of the 
Members of Congress come from States that have not done so, and 
they might want to investigate the possibility of suggesting to the 
States that they do so. : 

Mr. Sterner. Fine; we would be glad to furnish a list of the States. 

Senator Maanuson. All right, so we will have it on the record. 
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(The following information was submitted :) 


HovusiIné AND HOME FINANCE AGENCY, URBAN RENEWAL ADMINISTRATION 


URBAN PLANNING ASSISTANCE STATUS OF PROGRAM IN METROPOLITAN AND 
REGIONAL AREAS, APRIL 30, 1958 


1. Metropolitan areas that have received grants for planning work, with name 
of State, metropolitan or regional planning agency to which grant was made: 


Arkansas: 
ee ee ee University of Arkansas 
I RIN hacahatecriarccpsctregss ceteris Metropolitan Area Planning Commission of 
Pulaski County 
California : 
is aiakiatidictcbtnciciooruabbiokes Fresno-Clovis Area Planning Commission 
a Stanislaus County Planning Commission 
i Sacramento County Planning Commission 
i RE ES San Diego County Planning Commission 
San TF rantised.. San Mateo County Planning Commission 
Colorado: Denver......__________ Inter-County Regional Planning Commission 
Connecticut : Waterbury___._____- Connecticut Development Commission 
Georgia : 
PI ci cha as cata ae Metropolitan Planning Commission of At- 
lanta 
Re ene et ae 88 NE Macon-Bibb County Planning and Zoning 
Commission 
RCI ite ase Savannah Metropolitan Planning Commis- 
sion 
Hawaii: Honolulu................. City Planning Commission of City and 
County of Honolulu 
Illinois: Springfield__._.........__ Sangamon County Regional Planning Com- 
mission 
Louisiana: Baton Rouge____.____- Planning Commission of City of Baton Rouge 
and Parish of East Baton Rouge 
Beene: Perea. ge. Greater Portland Regional Planning Com- 
mission 
Maryland: Baltimore____________. Maryland State Planning Commission 
UPI = ORE a ii a ction Detroit Metropolitan Area Regional Plan- 


ning Commission 
North Carolina : Winston-Salem_._ Winston-Salem-Forsyth County Planning 


Board 
Ohio: 
| a EE rae Cupabers County Regional Planning Com- 
mission 
a sictitigicainniatnirinmenisth Franklin County Regional Planning Com- 
mission 
IO iain ciniistsbienininins wits Clark County-Springleld Regional Planning 
Commission 
Cuzaloaen *Twies........s.._._... Tulsa Metropolitan Area Planning Commis- 
sion 
Oregon : Eugene-Springfield_______ Oregon State Board of Higher Education 
Pennsylvania : 
I aes chen cceplcSeneipaclasinases . Blair Regional Planning Commission 
I a a Regional Planning Commission of Greater 
Harrisburg 
MI hie 8 kia tae Regional Planning Commission of Lebanon 
County 
Niet cas tcdcea colonics Pennsylvania Department of Commerce 
I ee eee Central Berks Planning Commission 
MPI sn oe eae’ Regional Planning Commission of Greater 


Washington 
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Tennessee : 
CRRREIRO0N o.oo oie Chattanooga-Hamilton County Regional 
Planning Commission 
I enacts netoteschhoeapts Metropolitan Planning Commission of Knox- 
ville and Knox County 
TORTI cn ctcecenen ied Davidson County Regional Planning Com- 
mission 
Total number of States and Territories___.__.__.__..__.__._____________ 17 
Total number of metropolitan areas.._............_._........ 13 


Nore.—Excluded from the above list are 13 urban regions, other than metro- 
politan areas, for which planning grants have been made. These are listed under 
item 4 below. 


2. Metropolitan areas that have not received a grant but which have applica- 
tions on file, with name of agency making the application. 


Illinois : 
CT ic cscicet ee ES eat Northeastern Illinois Metropolitan Planning 
Commission 
ere i de _._.. Tri-County Regional Planning Commission 
Indiana : Evansville____.___.__-_-__ Evansville-Vanderburgh Regional Planning 
Commission 
Kansas: Kansas City___.__------- Johnson-Wyandotte Regional Planning Com- 
mission 
Louisiana : 
Aleman osu A ais, Rapides Parish Area Planning Commission 
Se sii icine Monroe-Ouachita Regional Planning Commis- 
sion 
Michigan : Port Huron_____--_--__- St. Clair Regional Planning Commission 
Montana: 
cated bee Billings-Yellowstone County City-County 
Planning Board 
iii ists ected a a Bow City-County Planning 
oa 
Great Falls.........nnc8skininos Great Falls-Cascade County City-County 
Planning Board 
Nebraska : Lincoln________-_____-. City Planning Commission of Lincoln 
New Jersey : Camden_______--_-_-_ Camden County Planning Board 
et te ae eee New York Department of Commerce 
Ghile: ARGS. as eee Tri-County Regional Planning Commission 
Oregon : Pottiand._..............-= Mid-Willamette Valley Planning Council 
Total number of Bema iisiisissiseecs teteitnisenieoecctegapegielg ae 11 


Total number of metrepotltGh QTORG nck ki ccentn eees 15 
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3. Standard metropolitan areas (1950 list) for which no grants have been 
made or applied for to date: 


Alabama: , Michigan: 

Bimingham Bay City 

Gadsden Flint : 

Mobile Grand Rapids 

Montgomery Jackson 
Arizona: Phoenix Kalamazoo 
California: Lansing 

Los Angeles Saginaw 

San Bernardino Minnesota: 

San Jose Duluth * 

Stockton Minneapolis-St. Paul i 
Colorado: Pueblo Mississippi: Jackson 
Connecticut : Missouri : ! 

Bridgeport Kansas City 

Hartford St. Joseph 

New Britain-Bristol St. Louis i 

New Haven Springfield 

Stamford-Norwalk Nebraska : Omaha | 
Delaware: Wilmington New Hampshire: Manchester 
District of Columbia : Washington New Jersey: 
Florida: Atlantic City 

Jacksonville Trenton 

Miami New Mexico: Albuquerque 

Orlando New York: 

Tampa-St. Petersburg Albany-Schenectady-Troy | 
Georgia: Binghampton 

Augusta Buffalo 

Columbus New York 
Illinois: Rochester 

Decatur Syracuse 

Rockford Utica-Rome 

Rock Island-Moline?* North Carolina: 

Indiana: Asheville 

Fort Wayne Charlotte 

Indianapolis Durham 

Muncie Greensboro-High Point 

South Bend Raleigh 

Terre Haute Ohio: 

Iowa: Canton 

Cedar Rapids Cincinnati 

Davenport * Dayton 

Des Moines Hamilton-Middletown 

Sioux City Lima 

Waterloo Lorain-Elyria 

Dubuque Toledo 
Kansas : Steubenville * 

Topeka Youngstown 

Wichita Oklahoma: Oklahoma City 
Kentucky : Pennsylvania : 

Ashland * Allentown-Bethlehem-Faston 

Lexington Erie 

Louisville Johnstown 
Louisiana : Lancaster 

New Orleans Pittsburgh | 

Shreveport Scranton 
Massachusetts : Wilkes-Barre 

Boston York | 

Brockton merto Rico: 

Fall River ee 

Lawrence Pon ee : 

ow eater’ San J uan-Rio — 

Pittsfield Rhode Island: Providence 

Springfield-Holyoke 

Worcester 


: 
' 


See footnotes at end of table. 








INDEPENDENT OFFICES APPROPRIATIONS, 1959 93 


South Carolina: Utah: 


Charleston 
Columbia 
Greenville 
South Dakoa: Sioux Falls 


Ogden 
Salt Lake City 


Virginia : 


Norfolk-Portsmouth 


Tennessee : Memphis Richmond 
Texas: Roanoke 
Amarillo Hampton-Newport News-Warwick 
Austin Washington : 
Beaumont-Port Arthur Seattle 
Corpus Christi Spokane 
Dallas Tacoma 


El Paso 


West Virginia : 


Fort Worth Charleston 
Galveston Huntington * 
Houston Wheeling * 
Laredo Wisconsin: 
Lubbock Superior * 


San Angelo 
San Antonio 
Waco 
Wichita Falls 


Total standard metropolitan areas, 140. 


Green Bay 
Kenosha 
Madison 
Milwaukee 
Racine 


1 Known as Davenport, Iowa-Rock Island-Moline, Ill., standard metropolitan area. 
2Known as Huntington, W. Va.-Ashland, Ky., standard metropolitan area. 

3 Known as Duluth, Minn.-Superior, Wis., standard metropolitan area. 

*Known as Wheeling, W. Va.-Steubenville, Ohio, standard metropolitan area. 


4. Urban regions, other than metropolitan areas, that have received grants 
for planning work, with name of State or regional planning agency to which 


grant was made: 


California: North Kings County re- 
gion. 
Connecticut : 
Naugatuck River Valley region___- 
Farmington River Valley region__- 
Quinebaug River Valley region__-- 


Kentucky: Cumberland Mountain re- 
gion. 

Massachusetts: Berkshire County re- 
gion. 


New Jersey: 
Cape May County region_____---~- 
Delaware Valley region_____---_~- 
Monmouth coastal region___-----_- 
New York: Rockland County region_-_-_ 


Pennsylvania: 
Fayette County region_______---_- 


Shenango Valley region__________- 


Rhode Island: Rhode Island shore re- 
gion. 


North Kings County Planning Com- 
mission. 


Connecticut Development Commission. 


Do. 
Do. 
Kentucky Department of Economic 
Development. 
Massachusetts Department of Com- 
merce. 


Cape May County Planning Board. 
Burlington County Planning Board. 
Monmouth County Planning Board. } 
Rockland County Planning Board and 

New York Department of Commerce. 


Fayette County Planning and Zoning 
Commission. 

Shenango Valley Regional Planning 
Commission. 

Rhode Island Development Council. 
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URBAN PLANNING ASSISTANCE 
STATES OF PROGRAM IN THE STATE AGENCIES FOR SMALL CITIES, APRIL 30, 1958 


1. States and Territories that have received grants for planning assistance to 
small municipalities, with name of agency designated by State law to provide 
such assistance: 


Alabama. 2c... Alabama State Planning and Industrial Development Board. 

Piet Alaska Housing Authority. 

Aree .. University of Arkansas. 

Californie... California Department of Finance. 

Colorado. _...... Colorado State Division of Planning. 

Connecticut_______- Connecticut Development Commission. 

a Georgia Department of Commerce. 

eee Illinois State Housing Board. 

Rentocky_._._...... Kentucky Department of Economic Development. 

Louisiana_______-_-_. Louisiana Department of Public Works. 

eres Maine Department of Economic Development. 

Massachusetts___-_-. Massachusetts Department of Commerce. 

an Montana State Planning Board. 

PE ieee State of Nevada Planning Board. 

New Hampshire__-_- “a Hampshire State Planning and Development Commis- 

on. 

New Jersey........ New Jersey Department of Conservation and Economic De- 
velopment. 

New Tort .20 ou... New York State Department of Commerce. 

Oklahoma______._._.. Oklahoma Department of Commerce and Industry. 

ORO Said hii Oregon State Board of Higher Education. 

Pennsylvania______ Pennsylvania Department of Commerce. 

Rhode Island__--_-_-. Rhode Island Development Council. 

Tennessee____.._._.. Tennessee State Planning Commission. 

Vermont____._-..-_._. Vermont Development Commission. 

Washington_____-_-. Washington Department of Conservation and Development. 


2. States and Territories that have not received a grant to date but which 
have applications on file with the Urban Renewal Administration, with name of 
planning agency : 


SE ie insane Florida Development Commission. 

Maryland_____-___. Maryland State Planning Commission. 

Minnesota_____-_-_- Minnesota Department of Business Development. 

North Carolina___-_. North Carolina Department of Conservation and Develop- 
ment. 

NE i ssisis escent Texas Department of Health. 


3. States and Territories presumed to have necessary enabling legislation but 
which have not yet submitted an application: 


Mississippi_____~~-. Mississippi Agricultural and Industrial Board. 
Nebraska. =. Division of Nebraska Resources. 

Puerto Rico___--~-- Puerto Rico Planning Board. 

Virgin Islands__-___. Virgin Islands Planning Board. 
Wisconsin____-_~_ Wisconsin State Planning Division. 


RESERVE OF PLANNED PUBLIC WORKS (PAYMENT TO REVOLVING FUND) 


Mr. Cots. For the program which we often call the third advance 

lanning program, the Budget requests an appropriation of $8.5 mil- 

fion to augment the revolving fund established under section 702 of 
the Housing Act of 1954, as amended. 

Under this statute, the Community Facilities Administration makes 
interest-free advances to State and local public agencies for the plan- 
ning of needed local public works. 

The program has taken on an added significance at the present time, 
as we are placing special emphasis on planning projects which are 
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programed for construction in the immediate future, and which will 
therefore support the economy and provide needed employment. 

The basic statute provided for an authorization that increased in 
annual increments to a total of $48 million by the beginning of the 
fiscal year 1959. 

Since appropriations to date have aggregated only $17 million, 
appropriation of the full $8.5 million budget estimate would bring 
cumulative appropriation to only appr oximately 50 percent of the au- 
thorization contemplated by the Congress when the legislation was 
enacted. 

The House approved an appropriation to the revolving fund in the 
amount of $7 million—$1.5 million less than the budget request. I 
think that this is an important program that is doing a very useful 
job. 

Under the amount allowed by the House, there will be a large num- 
ber of eligible applications which cannot be approved because of a 
lack of funds. I feel that the appropriation should be restored to 
the level of the budget estimate. 

Commissioner Hazeltine of the Community Facilities Administra- 
tion is here and will be glad to discuss this with the committee in 
more detail. 


DISTINCTION BETWEEN ADVANCE PLANNING AND URBAN PLANNING PROGRAMS 


Senator Magnuson. I would like the Commissioner to point out 
the difference—because there is always some confusion here—the dif- 
ference between the planning we were talking about prior to this, and 
this planning, because there is always a lot of confusion as to that. 

Mr. Hazevrine. Mr. Chairman, the type of planning which is 
covered by the public works planning program relates to specific 
projects. They could exist within a master plan, of course. 

Senator Magnuson. Within the plans that Mr. Steiner was talking 
about ? 

Mr. Core. Mr. Steiner was talking about urban planning grants 
under section 701. 

Mr. Hazevrine. It could be a public building built within the plan 
Mr. Steiner was talking about. We would provide the planning money 
on the architectural work for a specific project. 

Senator Savronstatt. For the purposes of this, if you advance a 
sum for a particular project and the agency in the locality goes ahead 
with it, they have to pay you back at the time they go ahead; is that 
correct ¢ 

Mr. Hazevrine. That is correct. 

Senator SarronsTati. So the theory is, it isa revolving fund / 

Mr. Hazevrine. That is correct. 


RELATIONSHIP TO PUBLIC FACILITY LOAN PROGRAM 


Senator SavronstatL. How does this come in, asswning that the 
House and Senate pass this bill on these aids to municipalities, will this 
work under the bill as well, or will it be entirely separate? 

Mr. Ilazerarine. It will merely serve to speed up the possibility of 
starts in construction by making advances to the community prior to 
the time that it has money in hand with which to do the construction. 

25300— 52—pt. 1- T 
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Usually, when it has money in hand for the construction, part of that 
money is expended immediately for planning. 

Senator SautronsraLy. This Federal money would merely go from 
one pocket to the other ? 

Mr. Hazevtine. It would be merely advanced to these people prior 
to the time that they had approval of their construction funds and 
then the advances that were made for advance planning would be re- 
turned to the planning advance revolving fund. 

Senator SaLronsTaLL. How would the Federal Government provide 
for it ? 

Mr. Hazevrine. It would be out of a loan. 

Senator Satronsratu. Forty- to fifty-year loans? 

Mr. Hazevrine. That is correct. 

Senator SatronstaLut. That would be normally increased if that 
bill became law ? 

Mr. Hazerine. It should be. 

Mr. Cote. Mr. Chairman, to clarify the chairman’s comment a 
moment ago, we will insert in the record the statute on the “701’s”— 
urban planning, which Mr. Steiner was discussing, which excludes 
plans for specific works. 

(The material referred to follows :) 


Grants To Assist URBAN PLANNING—SEcTION 701, Housine Act or 1954 
[Public Law 560, 83d Congress ; 68 Stat. 590, 640] 
URBAN PLANNING 


Sec. 701. To facilitate urban planning for smaller communities lacking ade- 
quate planning resources, the Administrator is authorized to make planning 
grants to State planning agencies for the provision of planning assistance (in- 
cluding surveys, land use studies, urban renewal plans, technical services and 
other planning work, but excluding plans for specific public works) to cities and 
other municipalities having a population of less than 25,000 according to the 
latest decennial census. The Administrator is further authorized to make plan- 
ning grants for similar planning work (1) in metropolitan and regional areas to 
official State, metropolitan, or regional planning agencies empowered under State 
or local laws to perform such planning; (2) to cities, other municipalities, and 
counties having a population of twenty-five thousand or more according to the 
lates decennial census which have suffered substantial damage as a result of a 
flood, fire, hurricane, earthquake, storm, or other catastrophe which the Presi- 
dent, pursuant to section 2 (a) of the Act entitled “An Act to authorize Federal 
assistance to States and local governments in major disasters, and for other 
purposes” (Public Law 875, Eighty-first Congress, approved September 30, 1950), 
as amended, has determined to be a major disaster; (3) to official governmental 
planning agencies for areas threatened with rapid urbanization as a result of 
the establishment or rapid and substantial expansion of a Federal installation; 
and (4) to State planning agencies, to be used for the provision of planning 
assistance to the cities, other municipalities, and counties referred to in clause 
(2) hereof and to the areas referred to in clause (3) hereof. Any grant made 
under this section shall not exceed 50 per centum of the estimated cost of the 
work for which the grant is made and shall be subject to terms and conditions 
prescribed by the Administrator to carry out this section. The Administrator 
is authorized, notwithstanding the provisions of section 3648 of the Revised 
Statutes, as amended, to make advance or progress payments on account of any 
planning grant made under this section. There is hereby authorized to be appro- 
priated not exceeding $10,000,000 to carry out the purposes of this section, and 
any amounts so appropriated shall remain available until expended. 

Approved August 2, 1954. 
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CHECK WITH OTHER AGENCIES 


Senator Magnuson. Yes. Then your shop comes in in the planning 
on a specific project—a sewer, a building, or whatever it is? 

Mr. Hazertine. Yes. 

Senator Magnuson. And if he has contracted and you have a master 
plan for the area, you would then check with him to see whether this 
fitted in? 

Mr. Hazevtine. We would check very closely with all other Govern- 
ment agencies. 

Senator Magnuson. I see. With the State planning groups, and 
everybody else ? 

Mr. Hazeirine. Yes. 


AVAILABILITY OF FUNDS FOR PUBLIC WORKS CONSTRUCTION 


Senator Dirksen. Let me ask you a question on that general facil- 
ities picture. When that matter was under consideration in the com- 
mittee with respect to the financing of these projects, I believe the in- 
vestment people testified that for the months of January and February 
they had financed 1,109 various projects. There were no figures, how- 
ever, for March and April. Have you been advised of what has been 
done in those months ? 

Mr. Cote. In the private lending ? 

Senator Dirksen. Yes, sir. 

Mr. Coir. No, unless Mr. Hazeltine has. 

Mr. Hazevtine. I do not have it in my head, but we can bring it 
up to date. 

Senator Dirksen. I think that would be important. Put in an am- 
plified statement after you confer with these people to see what has 
been done. The point was made, as you know, that there was ample 
private money for financing all of these projects in the vicinity, and 
that there actually was no need for this money, but I think those figures 
ought to be brought up to date. 

Mr. Cote. We will do that, Senator Dirksen. 

(The information referred to follows :) 

Investment Bankers Association of America Statistical Bulletin, dated April 


8, 1958, reports purchase of 496 municipal bond issues for $474 million during 
March 1958. 


Figure covering April activity not available at this date. 
ADMINISTRATIVE EXPENSES, PUBLIC HOUSING ADMINISTRATION 


Mr. Core. Our next item is with reference to the appropriation re- 
quest for administrative expenses of the Public Housing Administra- 
tion, for the conduct of the low-rent housing program under the Hous- 
ing Act of 1937, as amended. 

Senator SatronstaLL. What have you done with capital grants for 
slum clearance ? 

Mr. Corz. That is not a part of this item. 

Senator SALronsTALL. Here isa figure of $50 million. 

Mr. Corz. That is not a part of our presentation in connection with 
amendments to the bill. 

Senator Sarronstaty. I see. You are satisfied with that one. 

Mr. Frantz. Yes,sir. The House approved the budget estimate on 
that. 
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Mr. Cote. Shall I go on? 

Senator Maenuson. Yes. 

Mr. Cotz. The appropriation request for administrative expenses of 
the Public Housing Adlouniateation for the conduct of the low-rent 
housing program under the Housing Program Act of 1937, as amend- 
ed, was for $12.2 million and the House allowed $11.8 million. As I 
have indicated previously, the revised and consolidated estimate to 
be presented by the Federal Civil Defense Administration will include 
$50,000 previously included in the PHA estimate for defense planning 
activities. Therefore, the amendment we are requesting is for resto- 
ration of the budget request to the level of $12,150,000—an increase of 
$350,000 over the amount allowed by the House and $50,000 below the 
original budget estimate. 

Since this appropriation covers the development and management 
workload iepedent to the low-rent housing program, I would like to 
ask Commissioner Slusser of the Public Housing Administration to 
diseuss the proposed amendment in greater detail. 


PREPARED STATEMENT 


Senator Magnuson. We are glad to have you with us, Mr. Commis- 
sioner. We will put your statement in the record at this point. 
(The statement referred to follows :) 


STATEMENT BY CHARLES E. SLUSSER, COMMISSIONER, 
Pustic Hovusine ADMINISTRATION 


Mr. Chairman and members of the committee, I welcome this opportunity to 
appear before your committee to discuss the budget estimates of the Public 
Housing Administration. The committee has been furnished with brief state- 
ments relating to the action taken by the House Appropriations Committee on 
certain appropriations and authorizations of funds for fiscal year 1959. We 
are requesting restoration of the reductions on 2 items, and I wish to make a 
statement for the record concerning 2 other items on which we are not asking 
relief. 

We believe it essential to ask for a restoration of the reduction in the budget 
for administrative expenses of the low rent public housing program. These funds 
are provided by Congress through an appropriation. Our estimate of $12,200,000 
for this appropriation was reduced by House action to $11,800,000, a reduction 
of $400,000. Our original estimate inelnded an amount of $50,000 for civil 
defense and defense mobilization, which was specifically not allowed by House 
action. An amendment of the budget for the Civil Defense Administration has 
been transmitted by Senate Document No. 89. The purpose of this amend- 
ment is to provide funds to permit the FCDA to meet the costs incurred by other 
Federal agencies in carrying out functions delegated to them. Therefore, our 
requested restoration is for only $350,000. 

In brief the requested restoration of $350,000 is for the following purposes : 
(1) funds in the amount of approximately $62,000 for increased salaries author- 
ized by the Civil Service Commission; and (2) approximately $288,000 to handle 
the increases in the development workload over the current fiscal year. 

The original budget estimates did not include funds to cover the salary in- 
creases of 88 scientific and engineering employees made in accordance with revised 
civil service regulations. As a result, $62,000 will be required for unanticipated 
salary increases of employees presently on the rolls. 

The estimated cost of the development activity is based on an increased number 
of projects to be under construction and in preconstruction stages in 1959. There 
will be a large increase in new construction starts and in the average number 
of units under construction. All of these activities require reviews and field 
investigations and are the only effective means of insuring sound design. which 
eliminates waste and unnecessary construction features. Any reduction in 
administrative expenses would seriously restrict this function. This estimated 


workload will be increased further by the Administration’s program to advance 
scheduled construction starts. 
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The Public Housing Administration is endeavoring to accelerate its construc- 
tion activities by authorizing the actual construction of projects at the earliest 
possible time. The Administration is very anxious to stimulate the construction 
programs of local housing authorities through streamlined measures which can 
be used effectively to accelerate our planned production schedules. We feel, 
however, in order to contribute materially to the speedup of Federal construc- 
tion programs, it is necessary to continue our present technical staff and to in- 
crease Some of the construction activities. I urgently request that the reduction 
in the administrative expense appropriation made by the House committee be 
restored. This will enable us to assist in meeting the national objective of in- 
creased work programs, as well as permit us to continue the effort to improve the 
operations of the local housing authorities. 

The House Appropriations Committee very appropriately emphasized the im- 
portance of project auditing and inspection functions for the preservation of a 
sound public housing program. In recent years, the Administration has made 
every effort to increase the effectiveness of these functions within the limits 
of available funds and will continue to do so. However, the workload is di- 
rectly related to the number of units in management. During 1959 it is esti- 
mated that more than 200 projects with 15,000 units will enter management, 
for a year-end total of over 450.000 units. These audits ensure that local hous- 
ing authorities incur only necessary operating expenses while obtaining the maxi- 
mum income consistent with the objectives of the low-rent public housing pro- 
gram. 

The second item for which we are requesting an increase is the limitation on 
nonadministrative expenses, Public Housing Administration. House action es- 
tablished the limitation at $1,800,000, and we are asking for the restoration of 
$322,000 or to the original budget estimate of $2,122,000. This does not involve 
an appropriation. It is a request for authority to expend program receipts. 
The Administration uses these program receipts to meet expenses of two separate 
activities: (1) expenses incurred in the operation, maintenance, and disposi- 
tion of federally owned, directly operated projects, and (2) expenses incurred 
in the inspection of projects under construction. 

The budget estimates for 1959 contained the amount of $1,500,000 subject to the 
limitation for inspection of projects under construction, and $622,000 not to be 
subject to the limitation for the operations and maintenance of the federally 
owned, directly operated projects. The total of the two estimates was $2,122,000. 
The House committee combined the estimates, subjected both to the limitation 
and reduced the total to $1,800,000, which represents a reduction of $322,000. 

Since only 4 projects with 1,453 units remain in the federally owned directly 
operated program, the application of the limitation creates a very inflexible 
condition. The cost of any unanticipated emergency repairs could curtail rou- 
tine operation and maintenance work. Curtailment of this routine work for the 
older projects would cause rapid deterioration and could delay complete dis- 
position. 

These projects have not been sold, conveyed, or lensed to local housing 
authorities for various reasons, such as absence of State-enabling legislation, 
local conditions and the lack of congressional authority to dispose of the projects 
for other than low-rent use. The Administration has proposed legislation to the 
Congress. and if approved, will authorize the sale of these projects for other 
than low-rent use. However, these projects are expected to remain under the 
control of the Administration for a period of approximately 1 year while litiga- 
tion and related disposition actions are completed. During this period, oper- 
ation and maintenance costs continue to be incurred, and since the limitation 
has not been removed, the Administration feels that the estimate of $622,000 
is the minimum requirement for the operation and maintenance of these projects. 

The Administration assigns engineers to projects under construction for the 
purpose of providing an inspection service and advice to the local housing 
authorities. We believe that these engineers are essential for the protection 
of the Government during the construction stages. A fixed fee is paid by the 
local housing authorities for these inspection engineers. 

Since the Administration’s goal is to speed up construction starts and to have 
the maximum number of projects under construction as soon as possible, the 
requirements for employment and related costs of the construction inspection 
engineers will increase proportionately. In view of these circumstances, I have 
again reviewed our original estimate and find that at least the full amount of 
the original $1,500,000 will be required. In addition, there is a possibility that 
when our accelerated construction program gains momentum, a request will have 
to be submitted to the Congress for authority to spend additional funds. 
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I am not requesting any increase at this time of the appropriation allowed by 
the House for payment of annual contributions. The United States Housing Act 
of 1937, as amended, authorized the payment of annual contributions to local 
housing authorities for the interest and principal on bonds sold to finance low- 
rent public housing projects. A firm obligation of the Federal Government is 
established at the time the annual contributions contracts are executed. The 
Administration pays these contributions when they become due, and in so doing 
assures housing for families of low income, including elderly persons, as author- 
ized by legislation. 

The House committee reduced our original estimate of $114 million by $6.5 
million and allowed $107.5 million. I believe our original estimate is a reasonable 
approximation of our requirement. This estimate is based primarily on the 
accruing annual contributions for projects already completed and permanently 
financed, with fund requirements for approximately 33,000 new units to be com- 
pleted and permanently financed during 1959. Toward the end of fiscal year 1959, 
if it is determined that actual payments will be in excess of the amount appro- 
priated, we will follow the procedure established in previous years and submit 
an estimate for a supplemental appropriation. 

The second item for which we are not asking restoration is the amount provided 
by House action to service the portfolio of mortgages acquired in partial pay- 
ment of properties sold under the emergency housing program. The commit- 
tee allowed $458,000 for this activity, a reduction of $42,000 below our original 
estimate. 

The Administration is endeavoring to complete disposition of all housing 
units and related properties under the liquidating emergency housing program 
by June 30, 1958. Our budget estimate is predicated on the assumption that 
only a portfolio of approximately 14,400 mortgages will remain. The estimated 
unpaid balance of these mortgages is $178.7 million, and receipts during 1959 
are estimated at $18.6 million which will be paid into the Treasury. It was our 
estimate that an amount of $500,000 would be required to service this portfolio 
and to initiate some mortgage disposal activity. However, we will do our best 
to hold these costs within the authorized $458,000. 

It is important to point out that no provision is made within this limitation 
for any disposition of projects and related properties during fiscal year 1959. 
However, there are a few properties now involved in litigation, which for reasons 
beyond our control may frustrate our completing the disposition on schedule. 
We will know early in June whether any properties are likely to remain in our 
possession and ownership after June 30, 1958, and if so, we will submit a sup- 
plemental estimate in order to complete the liquidation in fiscal year 1959. 

Thank you very much, gentlemen. I shall welcome any questions you may have 
concerning our budget estimates. 


HOUSE ALLOWANCE 


Mr. Suusser. Mr. Chairman, this is for the $12,200,000 and the 
House allowed us $11,800,000, which was $400,000 less than we had 
requested in the budget estimate. 

We are asking for $350,000 additional. Sixty-two thousand dollars 
of that is for the increase in salaries of technical people, that was 
granted by the Civil Service for the salary increases of trained em- 
ployees, architects, engineers, et cetera. The other is the money nec- 
essary to carry the workload for the additional program that will 
come into the 1959 budget year, that is, the additional number of units 
of public housing that will come into actual management and occu- 
pancy and use at that time. 

Senator Magnuson. How many programs are now in actual man- 
agement now ? 

Mr. Susser. Approximately 430,000 units. We anticipate 450,000 
in the 1959 budget. 

Senator Maenuson. Are they in the process of being built? 

Mr. Stusser. They are in management now; yes. 

Senator Maenuson. Are they pretty well scattered, nationwide? 

Mr. Suusser. Yes, they are scattered. 
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MANAGEMENT FUNCTION 


Senator Magnuson. What do youdo? Yousay youmanage. What 
do you do—do you have a man on the grounds, or is it run by the 
nearest public housing agency ? 

Mr. Susser. We have regional offices throughout the country that 
service the various States within their region, ‘and from there it goes 
to the management people for management review, and the fiscal peo- 
ple for fiscal review and the audit people and the engineering people, 
to review the maintenance of the property. 

Senator Magnuson. But you do not have actually what we call a 
resident manager on the grounds? 

Mr. Suusser. No, sir. 

Senator Magnuson. That is done by the housing unit itself, the 
local unit ? 

Mr. Srusser. Our responsibility is carrying out the statutory re- 
quirement as to the economic and efficient operation of the program 
and to do that we have audit reviews of each local authority during 
certain periods. 

Senator Magnuson. How much do you have to say about the local 
management, as to who lives there and what they do and the type of 
tenants? 

Mr. Srusser. We have certain controls on that, such as income lim- 
its. We approve the income limits for the community, after they 
have been justified by the local authorities. Then we have eligibility 
rules under which they may stay or under which they may enter. 

Senator Macnuson. Are those eligibility rules made by the local 
unit or by you in cooperation with the local unit ? 

Mr. Susser. Part of them are statutory and part of them are ad- 
ministratively determined, and, of course, the control of the local 
authority has certain restrictions. 


TENANT ELIGIBILITY AND SELECTION 


Senator MaGcnuson. How do you determine or find out whether 
or not a person is eligible, as to the income ? 

Mr. Stusser. The tenant selection office of the local authority re- 
views the application and the application indicates where he works 
and what his salary is, and that is then vertified by checking the em- 
ployer to see what the salary is. 

Senator Magnuson. Of course, they are pretty much salaried peo- 
ple, so it would not be too difficult to check them ? 

Mr. Stusser. No. 


HOUSING OF ELDERLY FAMILIES 


Senator Magnuson. What about the age limitation ? 

Mr. Susser. There is no age limitation. 

Senator Magnuson. If there were, that would be local? 

Mr. Stusser. It would have to be local. 

Senator Maenuson. I want to ask Mr. Cole this, because there has 
been a problem with the aged people, which you are probably very 
familiar with. 

You have been loaning money under the regular FHA loans for 
these so-called nonprofit institutions, to build homes? 
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Mr. Core. Yes. The FHA has a very fine program along this line, 
Mr. Chairman. 

Senator Magnuson. Yes—and there are a lot of applicants on that; 
is that not so? 


FHA PROGRAMS OF HOUSING FOR THE ELDERLY 


Mr. Corr. Yes, sir. We have FHA Commissioner Mason here who 
will be very happy to talk to you about it. 

Senator Magnuson. And are not some of the fraternal organiza- 
tions taking advantage of that part of the law by establishing non- 
profit homes for the aged ? 

Mr. Cotr. Yes—Churches have, for example. 

Mr. Norman. Mason. Mr. Chairman, you have in your area the 
No. 1 project in this country, at Seattle. 

Senator Macnvuson. That is the Norwegian ? 

Mr. Norman Mason. That was the original Norwegian group. 

Senator Maenuson. To me that seems to be a program with two 
prongs and it would relieve a lot of the problems you have in the 
regular housing projects with the aged, and it would stimulate the 
building of these homes by nonprofit organizations, by many frater- 
nal organizations. 

Mr. Norman Mason. Fraternal, religious, and even labor unions 
have been engaged in the program, too. 

Senator Magnuson. Do you have enough money for that program ? 

Mr. Norman Mason. We do not need money for the program. 

Senator Magnuson. You just guarantee? 

Mr. Norman Mason. We guarantee the loans. 

Senator Magnuson. And you have enough money for administra- 
tion ? 

Mr. Norman Mason. Yes, sir. 

Senator Macnuson. Because I think you are going to have a lot 
of applicants when they start to view the successful projects that have 
been built. 

Mr. Norman Mason. We have $200 million in applications under 
consideration at the present time. 

Senator Macnuson. All right. As long as we are on general mat- 
ters, before we get to the next item, the Senator from Alabama was 
to be here, and wanted to inquire regarding the farm housing research 
project. 

Senator SarronstaLt. May I ask a question before we get off of 
this. 

Senator Macnuson. Yes. 


PHA EMPLOYMENT 


Senator SatronsTauu. It is my understanding that you want to go 
from 1,359 employees to 1,500. 

Mr. Stusser. I think the total increase in employment is 141, for the 
entire program. 

Senator Sauronsray. Well, your estimate here shows a total of 
1,500 and last year you had an estimate of 1,359. 

Mr. Stusser. That is right. 

Senator SALronsTALL. So you want 141 new employees? 

Mr. Stusser. That is right. 
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PROJECT WORKLOAD 


Senator SALTronsTaLt. How many new projects have you then to 
supervise ? 

Mr. Stusser. By projects, I cannot tell you exactly, sir. At the 
present time there is an acceleration of the program because of the 
emphasis on public works, and we have increased our requirements in 
the field of inspection services and reviews, in order to get them out. 

Senator Sarronstatu. Well, on your annual contributions, your 
estimates have increased this year by $14 million. 

Mr. Susser. Yes, sir. 

Senator SarronstTaLi. Now, if you increase your estimate by $14 
million, you are asking for 141 more employees to look after that? 

Mr. Susser. To look after the increased number of units that will 
come into operation. Principally, those will be used in the manage- 
ment section for the regional offices. Some is for the increase in the 
construction program getting under way. 

Senator SavronstaLt, Will you place in the record the basis for 
the increase in employees and their connection with this increase in 
revenues ¢ 

Mr. Stusser. Yes, sir. 

(The material referred to follows :) 

The Public Housing Administration estimate of administrative expenses re- 
quested an increase of $760,000 for 141 additional employees, with an average 


employment of 88.2 man-years, for fiscal year 1959. The following tabulation 
shows the proposed location of the new employees and the average employment: 


SuMMARY OF Positions ADDED DwuRING FiscaL YEAR 1959 


1959 administrative expense budget 


Number Average 
| positions | employees 


Low-rent program 7 | 
Central office: 





Administrative planning and internal audit branch____- | 2 | 1.2 
Fiscal branch (low-rent accounting) .............-- 7 4.2 
Construction branch- - . - -- Ksbhnk claw dubs saldeatitnbcnabdbet beets 1 0.6 
i re ee a re ee ae ae 3 | 1.8 

ORO Ga Gai ios « < ieninincd dan tiie dd ea eens =" 13 | 7.8 

Regional offices: | 

SOURIS BROGIINIG 5 iceciinnete tbn heathen tees ee ewe 8 4.8 
Office of assistant director for development (trainees) -............-------| 14 | 12.6 
Project planning and field coordination__--......._.--- bine oaceas = aden | 10 | 6.0 
COOMGRTUOERE CPO ce oh cit ks sink ce bign cerdek a3 pain int dGuses | 13 | 7.8 
Land sections _-. ate 5 | 3.0 
Tee... 6 5. bance Sind te eeb i bate del Siwdsia Satbce pened 15 | 9.0 
Office of assistant director for management (trainees) --_............-.--- | 10 | 6.0 
Management review and field coordination. -__................-_--------- 32 19.2 
CO, I ia tas tess ihn ck dg ec hes eGNshmee ed ence 9} 5.4 
REE SE II gn 0 si cntcktenn Aactnemradadahendcatasebeeep sae 6 | 3.0 
Project fiscal management sections... . ..........2.22.2..--..cncedecnssiucss | 6 | 3.6 

"UO COIN Coa oo oa onc cc nck conch ccueeb nacucasudeudsaseasaten 128 | 80. 4 





UGE OUP TEIES I, dtc e a cdktbatnamnacendeistansapseayernegscsn nema 141 88.2 





In view of the House action and an administrative decision of the Civil 
Service Commission, it now is necessary to revise this estimate for the following 
reasons : 

1. The House committee specifically disallowed $50,000 requested for 5 em- 
ployees needed to continue the civil defense planning functions. 

2. The recent action of the Civil Service Commission, increasing the salaries 
of scientific and engineering employees, will make it necessary for PHA to 
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absorb $62,000 in unanticipated additional costs. This action will reduce by 
eight employees the number which could be added to the staff if the full amount 
of our estimate were granted. 

These actions would reduce the number of additional employees from 141 to 
128 which could be employed if the amount of the administrative expense fund 
were increased to the amount of our request, namely $12,150,000. 

The House Appropriations Committee indicated that the increase of $360,000 
which it allowed would finance approximately 70 positions to strengthen the field 
auditing and maintenance engineer inspection functions. The additional $350,000 
now requested of the Senate would finance only approximately 58 positions, a 
substantial number of which would be required to make field reviews and provide 
supervision of the increased construction activity which is now developing and 
is anticipated to continue throughout fiscal year 1959. 


RELATIONSHIP OF ANNUAL CONTRIBUTIONS TO ADMINISTRATIVE EXPENSE 


Mr. Frantz. If I may, I would like to say that the projects which 
caused the $14 million increase in contributions have already been 
completed. That is not for the new projects that will be completed 
next year. 

Senator SatronsTaLu. They are completed ? 

Mr. Frantz. Yes, sir. There is no connection between the two 
figures. 

Senator Satronsratu. There is no connection between the con- 
tributions and administration ? 

Mr. Frantz. That is correct. 

Senator SarronsTatt. From what I understand, what you are do- 
ing is supervising these properties where the Federal Government 
has underwritten the loan ? 

Mr. Frantz. What I mean to say, sir, is that the increase in annual 
contributions occurs because we are beginning to pay contributions 
to projects which have already been completed and are being super- 
vised by the present staff. The request for increased staff next year 
is not to supervise the projects which have caused the $14 million in- 
crease in contributions. 

Senator Magnuson. The money started to come in, in other words, 
on the projects ? 

Mr. Stusser. This may clarify it: I do not want this to be an exact 
figure, but is somewhere near it. 

The $14 million increase would cover about 30,000 or 35,000 addi- 
tional units that will be coming into the program. 

Senator Satronstatu. 30,000 to 35,000 additional units, so your total 
number of units at the present time will be what now ? 

Mr. Srusser. 430,000. Let me clarify that. Those are not all under 
subsidies. Part of those are the old Public Law 412 housing projects 
that were transferred to low-rent use, that were built in the PWA days. 
Those are not subsidized. 

Senator Satronstatt. How many of those projects have sufficient 
returns so the Government gets its interest and expenses back ? 

Mr. Stusser. On the low-rent projects? I would have to provide 
that for the record. 

(The information referred to follows :) 


Prosects REQUIRING No ESTIMATED ANNUAL CONTRIBUTIONS FOR THE FISCAL 
YEAR 1958 


The projects in the following list were developed during World War II. These 
projects do not require an annual contribution chiefly because they were built 
at much lower than present costs, and further, the development costs were re- 
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duced by the application of higher rents paid by war workers during the war 

emergency years to outstanding debt for development cost of the project. A 

large percentage of the original debt has been liquidated, thereby reducing cur- 

rent debt service requirements. Residual receipts in excess of debt service re- 

quirements are applied to further reduction of outstanding debt. 
Reference 


Location 

Public Law 671 temporary financing: 

BIR BT igerciti snecrin waning gine bet eee acne Selma 

BLD BO ia sine cisitns ie whith ne hte nln Da ee Tarrant 

COT Bd, Ap Ciena tt nso cry i eeghepenaned 

IEE Ey Cis atich dackk ess ccnccas cs tecnica gh aik diction one coca Richmond 

BR i ais wick kit nies cll Liisa saad cdinincihabia cies daeniach eda na Moline 

BE 2 Ricninccadumnws inateewdaseinamtate ee Rock Island City 

TI eps Sane dessins gemaen ad ache cane ater ee Ft. Wayne 

FD a ea ee re SS Alexandria 

ee Wl koko eeeee beter tekeeescue isan Goae cna Burlington 

CO 3%. Bit ee ike athins deed Clackamas County 

TP Ce ce ace cities indesiasteseococreotschs tn nai caemeiiaes ae kee eee Newport News 
Public Law 671 permanently financed as Public Law 171: 

Onl O-4, By Bian ai ee a ee ee Oakland 

00 ES Se en ee em ee Sy ee Sacramento County 

BER. Be sii ine coh cutee cabana Decatur 

PON Ad ick sc onic otis ehisthssin mbes caaah op ceaaleaahio added nce eee ee Mercer County 
Public Law 412 permanently financed (temporary notes or 

new bonds) : 

FE (a: Gli acai acta tle canaenicoctte bee ee ee West Palm Beach 

WE I ait Sees io ee eae a diealn st RE ee Springfield 

eee Bhi eo... tcc nee nee Great Falls 

i ies see cepacia hasan len Dayton 


Senator SarronsrauL. You are asking for employees in positions 
to really supervise Government properties ? 

Mr. Stusser. Not Government properties; no, sir. 

Senator SatronstaLL. No—I understand. 

Mr. Stusser. Where we are making a contribution to the low-rent 
projects. 

Senator Satronsraut. That is right, where you are making a loan, 
where the Government has money in it. 

Mr. Siusser. We only have money in the subsidy programs. The 
money that builds these projects is borrowed in the investment market, 
not from the Treasury Department. 

Senator Savronstaty. But the Government has rights in it. 

Mr. Stusser. It guarantees the loan payment. 

Senator SaLronstatL. The Government guarantees the loan there. 

Mr. Siusser. That is right. 

Senator Sarronsratt. And where the Government is now guaran- 
teeing those loans you say there are apparently few of them that are 
not subsidized. 

Mr. Stusser. There are very few, I say, that do not receive a sub- 
sidy. 

Senator Savronstaty. Then there are very few of them that are 
self-supporting ? 

Mr. Siusser. That are self-supporting ? 

Senator SALronsTALL. Yes. 

Mr. Stusser. That is right. 


MANAGEMENT WORKLOAD 


Senator SatronsraLL. How many of those at the present. are you 
supervising ¢ 
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Mr. Stusser. We supervise at the present time in management 
450,000 units, family units of housing. 

Senator Sarronstat,. And in how many localities ? 

Mr. Stusser. There are approximately, I believe, 900 local housing 
authorities. Some of them are county authorities with projects scat- 
tered out. I believe there are about 2,100 projects in the United 
States, Puerto Rico, Alaska, and Hawaii. 

Senator Savronsratit. And the purpose of these employees is to 
see that they are properly operated and that everything is being 
handled right? 

Mr. Stusser. That is correct. 


OVERINCOME TENANTS 


Senator Dirksen. I have one question. Mr. Slusser, in the manage- 
ment of these projects do you ever encounter one of the old problems, 
that of having people whose income is above the prescribed income 
level, who want to come into these projects ? 

Mr. Stusser. To some extent—but that is held to a minimum. 

You understand, we have the requirement of the law as to the 20 
percent of income. 

Senator DrrKsen. So because of that, there has been a reduction in 
the amount or number of those people ? 

Mr. Suusser. Yes, sir. 


FARM HOUSING RESEARCH 


Senator Maenuson. In the 1958 appropriation you had $75,000 for 
farm-housing research. That is not asked for in this budget ? 

Mr. Core. We did not ask for that to be reinstated, Mr. Chairman. 

Senator Magnuson. Why? 

Mr. Cote. Well, we feel that farm-housing research is primarily the 
responsibility of the Department of Agriculture. They are doing 
many things in farm-housing research, and from my point of view, 
so far as I can tell, a very good job. We have technicians, we have an 
understanding of housing, we know housing, but our housing has been 
primarily, and almost entirely, nonfarm housing. We have never felt 
we should be involved in farm-housing research; therefore, from our 
point of view, we have not asked for it to be reactivated. 

The $75,000 granted last year I hope will be, and I think it will be, 
expended satisfactorily; but in the first place, it is a small amount, 
and if such a small amount is to be used, it is our judgment that it can 
be used more satisfactorily by the Department of Agriculture. 

Now, if Congress disagrees with us, that is another matter. We 
will do what we can to carry it out, but this is my best judgment about 
the program. 

Senator Maenuson. In other words, if we are going into farm-hous- 
ing research, which the Department of Agriculture does, it had better 
not be divided, because it would not do a sufficient job, and particularly 
with $75,000 you could not do much of a job there, anyway ’ 

Mr. Core. That is our opinion. 

Senator Maanuson. In other words, if you are going to take it over 
you figure you ought to have more than $75,000, I would think ? 

Mr. Corer. Yes, sir. 
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PITA REQUESTED INCREASE IN EMPLOYMENT 


Senator Rosertson. Mr. Chairman, before we get too far away from 
Senator Saltonstall’s inquiry about the 141 new employees, I would 
like to ask how many of those were allowed by the House? 

Mr. Suvsser. I am sorry, [ did not get the question. 

Senator Rosertson. Senator Saltonstall stated, as I understood, 
that you requested 141 new employees, that many more than you now 
have; is that right? 

Mr. Suusser. Yes, sir. 

Senator Ronerrson. How many of those did the House authorize ? 

Mr. Stusser. They did not authorize any by number. As I recall, 
I think they did that by appropriation. 

Senator Ronertson. How much money did they give you when you 
break it down, in relation to the 141 new employees? 

Mr. Sivsser. They allowed about 70 additional people. 

Senator Roperrson. And you are asking for us to about double 
what they did? 

Mr. Suusser. We are asking for 141. 


AVERAGE SALARY 


Senator Roserrson. What is the salary range of those 141 em- 
ployees? How many are under civil service? 

Mr. Suusser. All are under civil service. 

Senator Rozertson. What is the top pay? 

Mr. Stusser. The average salary would be about $6,300 a year. 

Senator Ronertson. What is the top pay of these 141 ? 

Mr. Stusser. Of these technical people ¢ 

Senator Rosertson. Yes. 

Mr. Susser. The technical people would be in the neighborhood 
of $8,000 to $10,000, engineers, and so on. 

Senator Rosrertson. What will the majority of them be? 

Mr. Suvusser. Well, I said the average would be about $6,300. 

Senator Ronertson. You said “technical.” How about the nontech- 
nical ? 

Mr. Suusser. The majority of them would be in the neighborhood 
of $6,500 to $7,000 a year, in the classification of auditors, which is 
principally what we need. The increase will be engineers, manage- 
ment people, and auditors. 

Senator Ropertson. They will all be under civil service? 

Mr. Stusser. They all will be under civil service. 

Senator Roserrson. That is all. 


CENTRAL OFFICE AND FIELD EMPLOYMENT 


Senator Dirksen. Have you any comment on the observations of 
the House with respect to reducing your central office staff and assign- 
ing more people to the field ? 

Mr. Suusser. In the past 5 years, we reduced from about 2,000 em- 
ployees in low-rent housing, down to the figure we have now, 1,400 
and some average employees. We have in mind the rearranging of 
part of the staff. We do not agree with the House that we can take 
our several people that they say we do not need. We do not agree 
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with them on that. We do agree we could strengthen our auditing 
section and we are thinking in terms of a review of this toward reor- 
ganizing and possibly combining some of the offices. 


Pusiic Factitry LOANS 


Mr. Cotz. The next item I would like to discuss is the administra- 
tive expense limitation for the public facility loan program for fiscal 
1959. 

Senator Magnuson. That is the $200,000 that was submitted since 
the budget was made? 

Mr. Coxe. Yes, since the budget was made up. 

Here we have a situation where the basic assumptions underlying 
the budget have been changed since it was submitted to the Congress 
and since the House committee discussed this item with us. 

Briefly, the President, on March 19, 1958, directed the Administra- 
tor to take certain steps to accelerate and expand the program of pub- 
lic facility loans. Now the President has submitted a formal budget 
amendment to the Congress, to reflect the fact that the fiscal 1959 
work program has effectively doubled in size, and that the adminis- 
trative expense requirement will be increased above the original 
budget estimate. 

The budget amendment is to increase the expense limtation from 
the $550,000 in the budget, as submitted, to $750,000. This is an in- 
crease of $200,000 over the original estimate, and $350,000 above the 
amount allowed by the House. 

We regard the revised budget and work program as one of the im- 
portant phases of the efforts of this Agency to stimulate construction 
and to promote employment. To be as effective as we have planned 
this expanded activity, the larger administrative expense limitation 
requested by the President should be enacted. 

Commissioner Hazeltine of the Community Facilities Administra- 
tion has operating responsibility for this activity and he will discuss 
the acceleration of the public facility loan program to the extent that 
the committee desires. 

Senator Magnuson. Well, you used the word “stimulate.” What 
would it be doing to stimulate / 


ACTIONS TO ACCELERATE PROGRAM 


Mr. Hazetrine. First of all, we have increased our eligibility cri- 
teria to include towns up to 50,000 people, rather than the 10,000 
which was based on the provisions in the statute as to priority. Fur- 
ther than that, we have checked back through all of our records in an 
attempt to find those communities which have well-planned construc- 
tion projects which might easily be put into construction at an early 
time, and we are giving them a high preference as opposed to ones 
that might start next year, or ones that might start in the next 2 or 3 
years—we are putting those at the end. The ones that can start 
quickly we are putting at the head of the list for the purpose of at- 
tempting to actually get them moving. 

Now, the stimulation which we expect to give them to provide con- 
struction advances against the firm commitments which we will make 
for purchase of future bond issues. If we make advances immediately 
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against the future purchase of the bonds, it will permit communities, 
where they have the legal right to do so, to start actual dirt-movin 
work in the very near future, while they are completing their bon 
presentation. That is the main stimulus that we can give to the con- 
struction industry at this time. It is a very important stimulus that 
requires a great deal more administrative work on our part. It re- 
quires close contact and conferences at the site and all of that sort of 
thing, in order to get actual construction going, which is the crux of 
the directive of the President. 

Senator Dirksen. In the case of those who were privately financed, 
do you use Federal funds for the advance planning, generally ? 

Mr. Hazexutine. Advance planning is a separate program from 
public facility loans. Any public entity is eligible for an advance for 
planning. If they get their money from private sources, it merely 
is paid back to us as a return of the advance. 

leashes Dirksen. Well, I mean they can finance privately and still 
plan with public funds. 

Was the expansion of the population to be included in here? 

Mr. Hazevtine. Yes. 

Senator Dirksen. That has gone from 10,000 to 50,000 ? 

Mr. Hazevttne. There was no actual restriction to the 10,000. A 
strong priority was given in the statute, but we can go beyond that. 
We can go to any size which we wish, administratively. 


PRIVATE VERSUS PUBLIC FINANCING 


Senator Dirksen. Would you care to comment on whether, in your 
judgment, there will be merely a substitution, a transfer of public 
finance, public financing for private financing, that heretofore obtained 
in this field ? 

Mr. Hazeittne. Under the existing administrative procedures, in 
public facility loans, the interest rate remains at a point which is 
diversionary. It is our hope that communities will come to us and 
apply for loans which would then be firm commitments under which 
they were assured of getting their money. We would then make them 
construction advances at the rate of interest which we would charge 
them when the bond issue was perfected, hoping that when the bond 
issue is perfected, it will be purchased on a private bid. We always 
require a public bond offering. We would expect that a private invest- 
ment house would purchase the bonds, that the Government would 
then be obligated only with short-term money for the start of construc- 
tion, and the money would go back in the Treasury after the private 
investors had purchased the issue. 

Senator Dirksen. Do you anticipate that would happen ? 

Mr. Hazevrrne. It has happened very often in the past, and we 
hope more often in the future, we will be dealing with larger commu- 
nities in the future, who will have better credit ratings. 


EFFECT OF PROPOSED LEGISLATION 


Senator Dirksen. If you care to venture an opinion, do you think 
that community would have gone ahead on the basis of private financ- 
ing at the prevailing interest rates, whether or not additional funds 
had been made available? You can express it on or off the record. 
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Mr. Hazextine. I would like to ask you if you are talking about 
our existing law ! 

Senator Design: ] ain talking about the new one. 

Mr. Hazevt1ne. You mean the Fulbright bill ? 

Senator Dirksen. Yes. 

Mr. Hazevttne. Would you ask the question again? I was talking 
entirely to our existing public facility loan program. 

Senator Dirksen. I was talking about both. I did have the new 
legislation in mind, which has not been signed. I know you testified 
at length before the Senate Banking Committee. I read your testi- 
mony with a great deal of interest. I am wondering whether or not 
that was one of the key problems that had to be resolved, whether or 
not this is just replacing private financing ¢ 

If a community decides not to go in for private financing then 
obviously you have to do it under this expanded authority. 

Mr. Hazevtine. The procedure would be the same under both the 
present public facility loans law and the one contemplated, in that we 
would always require public offering of the bonds, but at the lower 
interest rate the Government would probably be the successful bidder 
in a much larger number of cases than at the interest rates as they 
now are. We believe Federal interest rates should be at a point where 
they would not prevent a community from doing needed construction 
jobs, but would give private investment sources the opportunity to 
come in under our interest rate. 

Senator Dirksen. Provided the interest rate is attractive enough— 
which is another way of saying that money is a commodity. 

Mr. Hazevtine. That is correct, sir. 

Senator Dirksen. The conditions in the country determine at what 
rate the people who have money—banks, thrift institutions, invest- 
ment houses, and others—will part with their money. 

Mr. Haze.tine. We feel that the lower interest rate provided for 
in the proposed legislation would place the Government in a position 
where it was supplanting the money which otherwise was available 
from the investor public. 


SUPPLY OF FUNDS FOR PUBLIC WORKS PROJECTS 


Senator Dirksen. The residual question there is simply this: 
Would not 1,109 projects that were financed in January and February 
of 1958, at whatever was the going rate in that particular community, 
look like a rather impressive total, and, consequently, I am very dubi- 
ous about getting the Government any deeper into that field, if 
private money is going to do the job, unless it is necessary to be the 
mainstay of our economic status. 

Mr. Hazevtine. We testified there was adequate money in public 
works and the trend at this time adds to the possibility of having 
ample money. 

Senator Dirksen. It will not be a happy circumstance, however, if 
the average that has been maintained by investment houses begins to 
drop down and the Government then begins to move up. The com- 
munity has to be well advised as to public investors, if you are going 
to get the bonds. 

Mr. Hazevtine. That is correct, but it will be regulated by the pub- 
lic bid offering, which we would require that they make. 
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Senator Dirksen. So, if they do not come in, obviously, you will do 
something about it, if you can, under the provisions of this legislation. 

The thing in my mind is this: Incidents occur over the country 
that come to your attention, where they are going to build, say, some 
school facilities in Knoxville, Tenn., and they just could not get any 
bid. I guess they could not sell their paper. The interest rate just 
wasn’t attractive enough, so the Government comes in and says, 314 
percent and the private investors say it is not enough. They leave 
them with the paper. 

Mr. Hazeitrne. Yes. We have this feeling, that if we stimulate 
the start of construction by these advances, that the issue will be, as 
they say, more “palatable” to the investor, because he can see actually 
brick and mortar and ditches and pipe, actually under construction, 
whereas before he was only dealing with an abstract idea of something 
that could happen in the future. 

Senator Dirksen. Provided those with the source of capital are 
willing to surrender their money. 


ACTIVITY UNDER EXISTING AUTHORIZATION 


Senator Roserrson. Of the $100 million of your appropriation for 
the current fiscal year, how much did you commit ? 

Mr. Haze.tine. Actual commitments were $8,800,000. 

Senator Rosertson. I understand, from the testimony before the 


Banking and Currency Committee that you intend to carry that up 
to $24 million, is that correct ? 
Mr. Hazertrne. Yes. 


PRIORITY FOR SMALL JURISDICTIONS 


Senator Rosertson. It was testified before our committee there were 
two reasons why that program did not stimulate more public facilities. 
One was that you did not take in small communities. I think there 
was a limitation to that, but the current bill limits you to 10,000 and 
you have been operating on 5,000. 

Mr. Hazettine. We have been operating on a high priority to 
10,000 or less and dealt almost exclusively with small communities 
and only went up to 10,000. Most of them were 5,000 and less. 

Senator Rosertson. Is there any limitation under the existing law 
that a sizable community can’t get in on the program ? 

Mr. Hazetttne. There is no definite limitation. 

Senator Rosertson. But you did put a limitation on it? 

Mr. Hazettine. The priority that was stated as the intent of Con- 
gress, was to help the smaller communities, the ones that were unable 
to command a credit rating in the open market sufficiently satisfactory 
to build, and that is why we put on our heavy emphasis, as was also the 
congressional intent, on the small community. 


INTEREST RATES ON PUBLIC FACILITY LOANS 


Senator Rosertson. The Fulbright bill would have provided an 
average rate, not for long-term comparable bonds, but for an average 
rate plus 14 percent and that figured out to about 314 percent. What 
was the average rate on the loans that you actually made ? 
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Mr. Hazevttne. It was something over 4 percent. 

Senator Roserrson. It was something over 4 percent, but I do not 
remember. 

Mr. Hazext1ne. We developed a formula which was tied in to the 
lending rate both of the Government and private business and averaged 
that out, and then set a basic established rate of 3.75 percent for gen- 
eral obligation bonds and 4.25 percent for revenue bonds. 

Senator Rosertson. 4.25 for revenue and the other was what ? 

Mr. Hazevttne. 3.75. 

Now, as the interest in the bond market went up quite rapidly last 
year, that increased successively under the formula from 3.75 up to 
4.50 for general obligations and up to 5 percent for revenues; but then, 
as it started back down from January on, when it has been going 
down, in 1958, we set the rate at 4.125 for general obligations and 
4.625 for revenue bonds. 

Senator Roserrson. I voted against the bill because I thought we 
were going too far, but I do not see why you should maintain this 
present rate with the interest rate going down and money being made 
easier and easier every week. These are tax-free bonds, and a general 
obligation bond of 3.75. That is a terrible price for a community to 
pay whose credit is beyond any question. 

Mr. Hazeutrine. If this isa fact. 

Senator Roperrson. A tax-free bond where you yield 10 to 12 per- 
cent to the man that buys in a 90-percent bracket. 

Mr. Hazerrine. If their credit is good, they have no need to come 
to us, 

Senator Rogerrson. I know, but the purpose of this was to facilitate 
communities where there might have been some little question, but not 
& proper question, as to whether they were entitled to it or not, and 
the feeling in the committee was that you have been entirely too con- 
servative and too tight, and that you had a program that you were 
not even trying to make work. That was the feeling. Here is a $82 
million project. 

Mr. Hazevttne. We had this feeling: We have been attempting, 
under the original congressional intent, to help those who were un- 
able to get help at a reasonable price from the investment market, but 
wherever they have an impediment to borrowing, we could not lend to 
them any more than could the investment banker, because of restric- 
tions by the statute, which prevented making a loan unless there was 
reasonable assurance of repayment. 

Senator Roperrson. But the fact is you had $100 million and 
actually put out only $8 million—8 percent, and the President called on 
you to get busy and put out some more money, and you said you were 
going to get busy. What was your plan to get busy, to put out more 
money ¢ 

Mr. Hazerrrne. In enlarging, to a great degree, the scope of 
eligibility. 

Senator Roperrson. All right. Why have you not reviewed the ap- 
plications that were turned down, because they were willing to pay 4.2 
for revenue bonds or 3.75 percent for general obligation bonds, to 
see if you cannot now let them have that money for less than 
that ? 

Mr. Hazevtine. We have reviewed all of the deferred or disap- 
proved loans, loans which were deferred or disapproved, by reason of 
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eligibility, and have notified the applicant that they should again 
contact us for the purpose of renewing that application. 

In many cases they had applied for things for which, under the 
strict reading of the statute, which called for water and sewer and 
gas systems, we had not been willing to accept applications. Now 
we will accept applications for public buildings, bridges, road im- 
provements, all of that sort of thing, which, before, we did not feel 
it was necessary under this legislation to accept; so that we have ex- 
panded our eligibility considerably and have notified every one of those 
people to reactivate. 

Senator Ropertson. Have you had any favorable responses to that ? 

Mr. Hazevtine. We have, with the exception of one fact, and that 
is that we have been practically idle as far as new applications were 
concerned, in the last 2 months, due to the pending Fulbright bill, 
which will alter the interest rate to the extent that the applicant is 
waiting to find out, before coming in. 

Senator Rogertson. But the Fulbright bill, as it finally passed the 
Senate, provided that it should be the rate of comparable Government 
bonds, and I do not see why you cannot make that rate now. Before, 
it was 314 percent. That was based upon an average of short-time 
bonds, 60-day notes, and bills, and whatnot, which was not realistic. 
They did this first in the committee, and the Senate confirmed it, and 
it was to be the average or comparable bond of 214 percent. 

Mr. Hazevtine. The administration’s approach to that is: We do 
not want to drop the interest rate to a point where we will be merely 
taking over from the investment bankers and the investment public. 
We want to leave a leeway there, while providing an “umbrella” that 
the applicant can come in under, and be assured of funds. 

Senator Ropertson. I understand your viewpoint. You did not do 
anything, so they put the pressure on us to take it clear out of your 
hands and underwrite the investors to the point that they could com- 
pete with the Government. There should be some middle ground 
where you could make this program function, or else we might as 
well forget about it, and cut it clear out of the bill. 

Mr. Corr. May I interpose this? The Community Facilities Ad- 
ministration has, from time to time, made studies, and as a result of 
those studies has changed the interest rate of this program, and we 
have the responsibility of constantly reviewing it. 

What I think the Senator is saying to us is that a review needs to 
be made and a decision needs to be made. 

Senator Rosertson. You are part of a conspiracy to put up inter- 
est rates on all Government bonds, and the interest rates on every- 
body borrowing from the banks. In other words, it has been high 
interest rates against low interest rates, and you have been accused 
of being a part of that conspiracy, so to speak. 

Mr. Corr. We understand those accusations. 

Senator Rosertson. I just want the assurance that they are going 
to make a sympathetic approach to these communities, apart fror 
the Government, and not make it unnecessarily tough for them to 
get the money. ; 

Mr. Corr. You can be sure we will make a review. 

Senator Dirksen. Let me make one observation: It was never the 
intent of the congressional administration to preempt this field in 
contradistinetion to private investors. It was my belief that the in- 








114 INDEPENDENT OFFICES APPROPRIATIONS, 1959 


tent of the statute was to let private investors do his job if they could, 
in every State. 

Mr. Hazevtine. I so stated. 

Senator Diexsen. And you were only riding out the storm, if one 
of them got into difficulties and I thought it was a good approach. 

Senator Roserrson. Of course, Congress never attempted to pre- 
empt the field. The charge was they were holding an umbrella over 
the private investors, if they can put it up so high, the private 
investors can still get the business. 

4 Senator Drmxsen. I never heard that except in the United States 
Senate. 

Senator Rosertson. I am summarizing the testimony before our 
committee, and it was also given, if you took the trouble to read it, 
in the Finance Committee, in the argument that Senators Kerr and 
Gore put up when they said the whole trouble with the situation in 
the Administration was the high interest rate. Some of them said they 
were just paying what money was worth; they were not getting what 
it was worth. They are now getting what it is worth. Others claimed 
it was this. 

Senator Dirxsen. I might say that there are Senators that are 
awfully wrong, but never in doublt. 

Mr. Hazertine. Might I indicate one thing: Actually, by the end 
of 1958, that is, by June 30, we will have approved approximately 
$45 million of the $100 million. 

Senator Rosertson. Now that shows progress. 

Mr. Hazextrne. This $8.8 million was only for that part of fiscal 
1958 up to 9 months. 

Senator Rozertson. Now I think they are making progress. 

Senator Macnuson. As I observe these ups and downs, I think we 
might introduce a bill to freeze Government interest rates so that 
we will not have so much trouble. I am serious about it. 


DEFENSE PLANNING FUNDS 


Senator Rosertson. What is the situation with the $200,000 of de- 
fense planning money / 

Mr. Corr. As you Lise. we dropped this item from our appropria- 
tion. It will be presented to you via the Federal Civil Defense Ad- 
ministration. 

Senator Ronerrson. You are not asking for the restoration of that 
amount ¢ 

Mr. Corr. Not in this budget. 

Senator Maenuson. All right, Mr. Cole, proceed. 

os Corr. We have three other items which we can take up very 

uickly. 
‘ Senator Macnuson. All right, the revolving fund. 


REVOLVING FUND FOR LIQUIDATING PROGRAMS 


Mr. Cotz. May I summarize the revolving fund by saying to the 
chairman that I hope the committee will look at it very, very care- 
fully because it is one of our very important appeals, and it is a change 
in language which we think will provide for protection of the Govern- 
ment funds, and then I will offer this statement for the record. 
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Senator Maenuson. Yes, we will put that statement in the record. 
(The statement referred to follows :) 


REVOLVING FunNpD (LIQUIDATING PROGRAMS) 


Under the revolving fund for liquidating programs, Mr. Chairman, we have 
come to the conclusion that we can manage with the limitations imposed in the 
House bill, provided that the Congress will go along with one change in the 
appropriation language involved. Our justification statement sets out the prob- 
lem in some detail, and I will try to summarize it briefly now. 

We asked for a larger amount than the House allowed for this purpose, be- 
cause we were and are of the opinion that with a little more staff and effort we 
could recover the Government’s investment in these inactive programs more 
rapidly. We are perfectly willing to accept a policy determination that we 
should simply do the best we can with the amount allowed. However, we have 
been concerned lest the Government be exposed to serious losses, because of our 
inability to handle a default situation. We have had experience with some 
rather major and complex cases of this kind, and it is possible that others will 
arise in the future. 

We decided, therefore, to request that your Committee exclude from the 
coverage of this limitation the cost of steps that we might find it necessary to 
take to protect the Government’s interests in case of default. This will permit 
us to handle the routine servicing and collection functions within the amount 
allowed by the House, and at the same time guard against the possibility of 
situations arising where such a small budget could seriously embarrass the 
Government, and perhaps result in substantial losses that might have been 
avoided. Mr. Hazeltine and Mr. Slusser will be glad to answer any questions 
as to the kinds of problems they have encountered in these liquidating operations. 


INACTIVE PROGRAMS 


Senator Dirksen. Would you clarify what you call the inactive 
programs ¢ 

Mr. Coir. The inactive programs are the programs that we are 
required to liquidate, such as the war emergency housing and the 
other liquidating programs such as loans to prefabricating manu- 
facturers. I will list them here. 

We have the Alaska housing program, the loans for prefabricated 
housing, the war public works program, defense community facilities 
program, the old RFC public agency loans, and the first and second 
advance planning loans. These are old programs which have long 
since terminated, and the Congress has delegated this Agency to un- 
dertake the responsibility to liquidate and collect upon any of the 
assets. 

Senator Dirksen. Could you list any of the funds retrieved under 
that program ? 

Mr. Cote. Yes, we have that statistical information. 

Mr. Frantz. We have a table, if that is what you want, which sum- 
marizes the initial investment in these programs, the book value of 
the present assets, how much has been recovered and what we have 
left to do. 

Senator Dirksen. Yes. 

Senator Magnuson. Put that in the record. 
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Liquidating programs—Comparison of full original programs with remaining assets 


Alaska housing--_-- 


Loans for prefabricated 
housing. 


War public works- -- 


Defense community fa- 
cilities. 


Public agency loans_- 


First and second ad- 
vance planning. 


War and 


emergency 
housing. 


Net cash, receivables, 
payables, etc., not 
readily identifiable by 
program. 





{In millions of dollars] 


Original investment or maximum to 


be liquidated 


(25 loans to finance construc- 
tion of 1,472 dwelling units 
plus 675 minimum stand- 
ard remote dwellings). 


production or distribution 
of prefabricated housing or 
housing components). 
($179.2 million for 1,572 
federally constructed proj- 
ects plus $8.3 million in 
loans and $171.2 million in 
grants for 2,495 locally 
owned projects, providing 
water, sewer, and other fa- 
cilities in World War II). 
(105 sewer, water, etc., proj- 
ects, all locally owned, as- 
sisted by $3.7 million in 
loans and $16.2 million in 


grants during Korean 
emergency). 


| (67 bond issues aggregating 


$6.6 million, but appraised 
at $3.1 million recovery 
value, and certain claims in 
litigation, transferred from 
RFC in July 1957. Re- 
mainder of a large portfolio 
of loans to local govern- 
ments). 


planned with Federal ad- 
vances repayable when 
construction is begun). 


ponderantly of temporary 
character, provided by 
direct Federal construc- 
tion. Most of these were 
built during World War II 
and reconversion period). 


62. 6 


358. 7 


5.9 


2, 303. 4 





Remainder, Dec. 31, 1957 
£25: Gh ube eke bee akc $8.8 
(9 loans). 
(3 loans plus a block of mort- 
gages received in liquidation 
of a loan). 
eee eR see ee 0 
(Includes $0.7 million in bonds 
and some 30 projects still 
under Federal title, but most 
of which are under lease- 
purchase contracts). 
re See Le ee er 3.4 
(23 bond issues). 
bikinntnightitdubtenaddiedin tut Faas 14.7 
(4,000 projects have been started 
and advances repaid; some 
2,000 plans may yet be used 
and advances repaid). 
ban sis , . - 239.3 
(5,157 dwelling units remain, also 
| $180.1 million in purchase 
money mortgages). 
Le habe et nlilahe b aubedinns totais bee 32.0 
area juks odin city epee 322.3 
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Hovusineé AND HoME FINANCE AGENCY, OFFICE OF THE ADMINISTRATOR, REVOLVING 
FUND (LIQUADATING PROGRAMS) 


Status of Government investment as of Dec. 31, 1957 


Initial investment : Thousands 
Pe as inex pitch btcen ck sapch biden soadaagl di Uae ate $2, 214, 711 
Assets transferred from other agencies___........___._________ 277, 804 

FTG a cccnninth en s0citecgteincaiimedin Pahoa eae gna Ae 2, 492, 515 
Less : 
Transfer to other Government agencies______._____._.__._______ 368, 731 
PUGR ENDORSE SRG ents CI 762, 997 
BUGS, SUMIUIIINE TINIE ss cxendnintescuiapeicgidiece eueiiiesicclegae died taceeeeanaiea alien aan 395, 749 
CN ai ws cnc ciceh Sininheuhntabdccigetann ad adeeb aleadeun se elaine aa 1, 527, 477 
Commis 2G cares Sip “Tr a Sint eects aie vite eee 642, 714 
at cavacentinen caning ns cpmnareiidas i anna espana aia eee 2, 170, 191 

Net investment of U. 5.. Governmene. nn oi eet 322, 324 
Represented by— 

Land, structures and equipment______-_-__-______-_-_______- 68, 783 
Ci I a cscs ahanicsatis Seven ep mille opreceataab queen asamp etal 181, 290 
Cag aches ctthg a arte Sdn nintnicem dice eaied eet eae nae 36, 886 
UE SE GOO i asserts nnd ceemaeeeenee 29, 811 
Ce a ee ee ee Pate 5, 554 

oases — caicnsessicch es anni Sg ssseephersaieetnig Ie melcatig ealeartionanser caine 322, 324 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Mr. Corr. Our next item is the Federal National Mortgage Associa- 
tion’s travel limitation. 

In connection with the Federal National Mortgage Association, the 
House allowed the budget estimate in full, but reduced the limitation 
on expenses of travel from $150,000 to $125,000. We are a little re- 
luctant to raise a question over what may appear to be a small change 
in our estimates. On the other hand, Mr. Chairman, we are rather 
sensitive about a tight limitation on travel in this particular account. 
After all, we are accountable to the Congress and the public for the 
proper surveillance of a portfolio of mortgages in which the taxpayers’ 
funds have been invested to the extent of some $4 billion. Protection 
of the public interest requires considerable travel for such purposes 
as inspection of properties, audit of servicing agents, and so on. We 
feel it would be wise—especially as no additional expenditure is in- 
volved—to put the limitation in the bill at the full amount of the 
budget estimate, or $150,000. The President of the Association, Mr. 
Baughman, will be glad to explain the various ways in which travel 
is important in FNMA’s work. 


PREPARED STATEMENT 


Senator Maanuson. We are glad to have you with us, Mr. Baugh- 
man. If you have a statement for the committee, it may be inserted 
at this point in the record. 

Mr. BaveuMan. Thank you, Mr. Chairman. 
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(The statement referred to follows :) 


STATEMENT OF J. S. BAUGHMAN, PRESIDENT, FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 


I appreciate having this opportunity to discuss the Federal National Mortgage 
Association’s budget estimates for fiscal year 1959 and the reasons which I 
believe justify restoration of $25,000 by which the estimates for travel were 
reduced in the House. 

The House Committee on Appropriations recommended that the full amount 
of the Association’s request ($4,750,000) be granted, but did reduce the amount 
to be available for travel expenses by $25,000. No reason was assigned for this 
reduction. Page 12 of the House Report No. 1543 states the following: 

‘The Committee has approved the budget estimates of $4,750,000 for administra- 
tive expenses for this Association. This is also the same amount as is available 
for administrative expenses in the current year.’ 

I cannot overstress the importance of sufficient travel funds with which to 
meet our responsibility in administering the FNMA programs. 

The degree of availability of travel funds for FNMA will determine in sub- 
stantial measure the degree of protection the Association can prov ide for its 
more than $4 billion portfolio. 


Too, the promotion of the mortgage sales programs requires visits by mem- 
bers of FNMA’s staff to that group of investors to which the mortgages held 


in FNMA’s portfolio will be sufficiently attractive as to assure a desired sales 
volume. 


In the immediate past, officials in both the Washington and in the agency 
offices have been handicapped by an extremely heavy workload and with recruit- 
ing and staffing difficulties that did not allow them to perform the necessary 
travel. 


Any reduction in the amount of funds available for travel would further ex- 
pose FNMA and the Government to possible loss because of inadequate protec- 
tion for the expanded portfolio and could adversely affect the FNMA sales 
program. 


I therefore request that the amount of $150,000 for travel be made available 
for fiscal year 1959. 
Thank you. 


RESTORATION REQUESTED 


Senator Magnuson. You want to restore $25,000, is that correct ? 

Mr. Baverman. That is correct. 

Senator Magnuson. Allright. Tell us why. 

Mr. Bavenman. We need this additional sum for travel in con- 
nection with our operations. 

First, we have about 1,300 institutions servicing our mortgages 
throughout the country and we have to supervise them, and also con- 
duct an audit of our servicers from time to time. 

Also, in connection with our sales program, we have to go out and 
initiate some interest. We are calling on banks and institutions in 
an effort to sell these mortgages. 

Senator Magnuson. We have an investment of about $4 billion, do 
we not ? 

Mr. Baveuman. Four billion dollars. It is estimated to be about 
$4.8 billon by the end of 1959. 

Senator Macnuson. Has the activity of the Federal National Mort- 
gage Association increased in the past few months? 

Mr. BavenMan. Yes; it has. This does not deal with the new law 
at all. This was put in on the basis of the old law, but, in connection 
with the new law they gave us funds for special assistance. It is very 
active. 

Senator Magnuson. I would think it would be on the increase. I 
do not know. 
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Mr. Baveuman. It is, definitely so. 
Senator Magnuson. Allright. Thank you very much. 


PUBLIC HOUSING ADMINISTRATION NONADMINISTRATIVE EXPENSES 


Mr. Corr. The final amendment we have to propose, Mr. Chair- 
man, deals with certain nonadministrative expenses of the Public 
Housing Administration. There are 2 kinds of expenses involved in 
the one estimate: first, the operating costs of 4 low-rent housing 
projects which are being operated by the Government pending their 
disposition ; second and completely separate—the cost of providing 
engineering supervision and inspection at the site of projects being 
constructed with Federal aid under the low-rent housing program. 

The situation on this item is a little confusing, but I will try to 
clarify it briefly: We submitted a budget estimate of $1,500,000 for 
the second of the functions I just mentioned— supervision and inspec- 
tion of projects in construction. In addition, we proposed a change 
of language which would have left the operating cost of the four 
federally owned projects outside the limitation. The House, how- 
ever, rejected the change in language and included a limitation of 
$1,800,000 covering both kinds of expense. This is a substantial 
reduction, since our estimates came to $2,122,000 in total—— 
$1,500,000 for inspection of construction and $622,000 for operating 
costs of the 4 projects. We are now requesting that the limitation be 
increased to this full estimate of $2,122,000. Unless this is done, we 
fear that we may well face a choice some time next year between 
inadequate inspection of new projects on the one hand, or inadequate 
maintenance of old projects on the other. 

Commissioner Slusser will present such further detail on this item 
as the committee may wish. 

Mr. Stiusser. This is the nonadministrative expenses for the public 
housing program. This is for the federally operated projects which 
were built back in the PWA days and which are still operated by the 
Federal Government. We have about four projects left, and all the 
rest have been disposed of now. 

Senator Dirksen. Where are they ¢ 

Mr. Susser. There is 1 in Indianapolis; 2 in the State of Okla- 
homa, 1 in Oklahoma City, and 1 in Enid; and one in Lackawanna, 
a 

These are operated directly by the Federal Government, no subsi- 
dies are paid on them. They are operated within the corporate fund, 
using the income of the properties. 

We had asked the Congress to take them out from under the non- 
administrative expense limitation because we are so near to a com- 
plete disposition of them. We hope Congress will authorize us to dis- 
ose of them. We cannot dispose of them now under the present law. 
Phere is no enabling legislation in the State of Oklahoma. We hope 
to get that or else get the authority of Congress to dispose of them for 
other than low-rent use, and that will take us out. 

There is a danger, in that we are down so low on those that if we 
went into any major costs before we can dispose of them, or any heavy 
expense, we will not have sufficient funds within the limitation to do 
that type of work. 
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The other part of the program is the project engineers on the de- 
velopment program. That is the engineers we put out on the proj- 
ect site to supervise the development and building of the project and 
to follow the Federal Government’s interest. 

Part of that is the statutory requirement of the prevailing wage 
rates, and checking payrolls and such things like that and to see that 
the local authority inspectors carry out proper inspection of the 
program. 

That has increased rapidly, the construction program has jumped 
greatly, and the acceleration will continue. So we do need the addi- 
tional funds to carry out that part of the program. 

Senator Dirksen. You are going to have these two items divided 
so that when you liquidate the Government properties the rest of this 
appropriation for the current work can go on and be a better basis 
for comparison. 

Mr. Stusser. There are two separate items in the budget; one is 
$622,000 for the operation of four federally operated projects. Both 
of these are not appropriated funds, but are authorizations to expend 
program receipts. 

We wanted to have that taken out of the limitation so that we can 
use whatever moneys come in from the project, for whatever purpose 
is necessary, in order to dispose of them. Last year I think we had 
residual recepits somewhere around $85,000 about the actual operating 
costs of the project. 

Senator Sarronstatu. It seems to me that what we ought to have in 
the record, when we go into conference—if we go into conference—is 
a breakdown of $622,000 for the operating costs of these four projects. 

Mr. Siusser. Yes, sir. We can furnish that for the record. 

Senator Sanronsraty. That will show your expenses, your heating, 
and everything that goes with it. 

Mr. Stusser. We can give you a complete budgetary projection for 
those projects. 

Senator Sarronstatyi. And your income. 

Mr. Susser. Yes. 

(The information referred to follows :) 
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Estimated receipts and expenditures for the 4 federally owned directly operated PWA 
projects for the fiscal year 1959 









































| 
IND-17-4, | NY-29-1, |OKLA-1-1,,;0KLA-2-1, 
Classification Indian- Lacka- Enid Oklahoma Total 
apolis wanna City | 
Number of dwelling units_..-..........__- 748 71 80 354 1, 453 
Receipts: 
I SN eg os oe eee $351, 960 $129, 592 $33, 200 $122, 448 $637, 200 
Ee Rs VE Poe ie et 5, 545 435 7 1, 033 7, 100 
NE POI eins nn necncincanetions 357, 505 130, 027 33, 287 | 123, 481 644, 300 
Expenditures: 
Subject to the nonadministrative ex- 
pense limitation: 
MIG. 55 nce ccssnnesssas 40, 285 | 21, 703 | 4, 401 19, 211 85, 600 
Operating services...............-- 39, 925 1, 361 | 1, 338 8, 476 51, 100 
es a nities wane 97, 845 | 23, 225 8, 789 25, 841 155, 700 
Repairs, maintenance, and replace- 

Se ete tee 125, 965 53, 013 12, 392 35, 930 227, 300 
Payments in lieu of taxes__...__._. 18, 110 10, 637 2, 441 9, 612 40, 800 
Depeeeenens of equipment _______- 6, 100 6, 760 1, 250 12, 190 26, 300 

Contribution to retirement fund 10, 418 3, 262 773 2, 647 17, 100 
Other operating expenditures 3, 416 1, 120 224 S40) 5, 600 
Central office expenses !___.___- () () (4) (') 2, 500 

‘Total expenditures subject to 

the nonadministrative expense 

limitation 3 ; 342, 064 121, O81 31, 608 114, 747 2 612, 900 

Not. subject to the nonadministrative 

expense limitation: 

Collection losses 1, 645 400 320 935 3, 300 
Provision for operating reserve —0 8, 546 | 1, 259 995 10, 900 
‘Total expenditures 343, 709 130, 027 33, 287 | 116, 677 626, 200 
Residual receipts 13, 796 | 0 | 0 6, 804 | 1 18, 100 

| 


! Estimated central office expenses in the total amount of $2,500 has not been distributed to component 
projects—but rather shows only as a total. This classification includes: FIC A taxes, life insurance contri- 


butions, and other central office expenses. 


2 Does not include estimated expenses for disposition of the federally owned projects in the amount of 


$10,009. 


STATEMENT OF FHA COMMISSIONER 


Mr. Cote. Mr. Norman Mason has a statement to make. 


Commissioner of FHA. 


He is the 


Senator Maenuson. All right, I will put that statement in the 


record. 


(The statement referred to follows :) 


STATEMENT OF NORMAN P. Mason, COMMISSIONER, FEDERAL HOUSING 
ADMINISTRATION RE FiscaL 1959 BupGet REQUEST 


It has been only a short time since I had the pleasure of being with you to 
present our supplemental request for the current fiscal year. 
here now to amplify the regular presentation of our budget requirements for the 


coming fiscal year. 


I am glad to be 
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I know the very real need that your committee has for all the facts, in order 
that your judgment may be correct. For this reason, my staff and I have worked 
hard to present these facts to you in a complete package. This package, the 
fiscal 1959 justification that we have provided, presents our purposes, programs, 
performance, and needs in considerable detail. The continued upward trend 
in our volume of business and workload since the preparation of the justifica- 
tion was brought out in our 1958 supplemental presentation, making our 1959 
request now appeur conservative. 

Out of in come expected to be $189,500,000 in fiscal 1959, we have estimated 
that we will need authority to use $7,400,000 for administrative expenses and 
$39 million for nonadministrative, a total of $46,400,000 for operating expenses. 
This would be an increase of only $1,140,000 over our latest estimate for the 
current fiscal year. 

As you know, however, the House of Representatives has approved a somewhat 
lower amount. It reduced the administrative figure by $100,000, and it reduced 
the nonadministrative figure hy $500,000, leaving $7,300,000 administrative and 
$38,500,000 nonadministrative, for a total of $45,800,000. 

In view of the sharp and continuing rise in our volume and considering the 
importance of our being staffed to give impetus to home-building activity in the 
coming year, I believe you will want to authorize the expenditure of nothing less 
than the amount approved by the House. In fact, the present.trend in our 
volume of business would justify a higher amount than our original request. 
However, the recently passed 1958 Emergency Housing Act injects an area of 
additional uncertainty. While the lower downpayment requirements and other 
features of the act should have a stimulating effect upon our business, this in 
some degree will be offset by the extension of the VA loan-guaranty program 
and the increased attractiveness of its interest rate and no-downpayment policy. 
Out of the volume of applications that otherwise could be expected to come 
to FHA, it is not yet possible to predict the proportion that will shift to the 
reviving VA program within the budget year. We believe it prudent, therefore, 
to proceed on the basis of the House-approved expense limitation, recognizing 
that it may be necessary by next January to request your consideration of a 
supplemental authorization if circumstances warrant. 

To be sure that you have the latest information on the trend in our volume 
of business, I have brought along a month-by-month summary of home-mortgage 
insurance unit applications received during the first 9 months of this fiscal year, 
as compared with the same months last year. You will see that each month 
this vear was from 18.7 to 85.9 percent above the corresponding month of the 
previous year. As the year has progressed, the percentage increase has tended 
to grow. For the 9-month period as a whole, the increase over last year has 
been 57.4 percent. The summary also projects the trend through the balance 
of this fiseal year, indicating a total of 611,800 home-mortgage unit applications, 
nearly 59,000 above the latest estimate for the present year and almost 42,000 
above the estimate for the 1959 fiscal year. It is on this basis that we feel our 
1959 estimate is decidedly conservative. 

Incidentally, with the large increase in our volume of business this year, we 
have been under criticism from lenders, builders, and prospective homeowners 
who cannot understand why it is that, when they pay fees for our services, we 
are not able to use the money to hire sufficient personnel to provide those services 
promptly. Some of this criticism has come from Members of the Congress, even 
though we have done our best to anticipate market changes and to request supple- 
mental authority to spend out of our income to meet the demands. 

If there are questions that we can answer, we shall be happy to do so, and, 
in any event, I wish to thank the committee for its consideration of this request 
and for its prompt action upon our recent supplemental request. 





A ST ET A TE A 
inane 


SE EE RES I erage 





INDEPENDENT OFFICES APPROPRIATIONS, 1959 123 


Federal Housing Administration home-mortgage unit applications 


| 

| Percent in- 
| Fiscal year | Fiscal year | crease, 1958 
| 1957 (actual) | 1958 (actual) over 1957 
| | (actual) 





| 

July 38, 941 | 46, 226 18.7 
August 39, 123 | 50, 834 29.9 
September-- 30, 839 | 50, 534 | 63.9 
October Lis 30, 426 49, 200 | 61.7 
November : 22, 630 35, 621 | 57.4 
December - - - ‘ beet 18, 017 31, 588 75.3 
January Te ee 24, 832 42, 235 | 70. 1 
February - Pee SFA 2 26, 665 | 49, 570 | 85.9 
March... _-- ‘ , sieges vanced 34, 615 62, 903 81.7 
April ; _— | 38, 670 | | 60, 889 ! 57.4 
May.. . pitas idecnn al 42, 445 1 66, 800 | | 57.4 
June Sout 41, 580 | | 65, 400 1 57.4 

Fiscal year total ois 388, 783 | 1 611, 800 | | 57.4 
Fiscal year 1958 revised estimate _____. indented | 553, 000 | ae 
Fiscal year 1959 estimate ; : esis gia deal : 570, 000 


1 Estimated. 


SALARIES AND EXPENSES 


Mr. Core. The FHA is not appealing, but they are here to answer 
any questions. 

Senator Savronstaty. There is one item that is less than satisfac- 
tory to us, and that is the $750,000, Mr. Cole, you want in your office, 
for “Salaries and expenses.” You are asking for 54 more employees 
in Washington; you are asking for 192 more employees in the field, of 
which the greater amount would be in your urban renewal, and you 
are asking for $441,000 for increases in expenses; and it would seem to 
me it would be extreme ly helpful if you would write the chairman a 
letter and break that down. 

Mr. Core. We will be glad to break it down for you. 

Senator Magnuson. Excuse me. I did not hear that. 

Senator Savronstaty. If we put back this $750,000 or any part of 
it, we have to justify it in conference. What you are asking for is 
34 more employees for your office in Washington, 192 more employees 
in your regional offices, or 226 in all; and you are asking for $441,000 
additional expense money. Now what I ‘said is, if we are going to 
justify that in conference with Mr. Thomas from the House, we have 
to know what we are doing. 

Mr. Coir. Yes. 

Senator SavronsTaty. And at the moment, I do not. When we left 
that item, the chairman and I were both in doubt. 

Senator Magnuson. You were going to submit a chart so that may- 
be we would have a little bit better breakdown / 

Mr. Cote. We will give you a breakdown on it. 

Senator Sarronsrauu. That ought to go into the record. 

Mr. Cote. We will do that. 

(The information referred to follows :) 

Notre.—The employment increase figures cited by Senator Saltonstall relate 
to the total budget submitted for the Office of the Administrator, rather than the 
$750,000 increase requested in the appropriation “Salaries and expenses.” The 
$750,000 increase, if granted, would allow an increase of 90 in the employment 
which could be supported under the House bill. Of this total, 11 would be for 
urban renewal programs and 79 for the 4 other programs funded from this ap- 
propriation. The following table summarizes the employment figures for this 
appropriation under the budget request, the House bill, and the amendment 
recommended : 
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Hovsinac aND Home FINANCE AGENCY, OFFICE OF THE ADMINISTRATOR 


Salaries and expenses appropriation request, fiscal year 1959 




















Total salaries and Urban renewal All other salary 
expenses program and expense pro- 
grams ! 
| 
June 30 | Total obli- | June 30| Total obli- | June 30 | Total obli- 
staff gations staff gations staff gations 
! 
President’s budget- + 1, 104 | $8, 850, 000 
Less: Defense planning per 8. Doc. 89 —20 | —100, 000 
| — | ames 
AG@tasted total. ........---.... 1, 084 8, 750, 000 770 $6, 085, 000 314 | $2, 665, 000 
a ee ee res és 994 8, 000, 000 759 6, 000, 000 235 2, 000, 000 
Change from: 
Fiscal year 1958_---....----- +71 +620, 000 +154 |+1, 291, 000 —&83 —671, 000 
1959 adjusted President’s budget. : —90 —750, 000 —l1 —85, 000 —79 — 665, 000 
Senate amendment requested -- -- -- 1,084 | 8, 750, 000 770 | 6,085, 000 314 2, 665, 000 
Change from: 
SRONNGD WHE. nn sense cn siinesaitealicttlenie +4) +750, 000 +11 | +85, 000 +79 +665, 000 
Fiscal year 1958. -....-..--- saaapittgetch +161 |+1, 370, 000 +165 |+1, 376, 000 | -4 —6, 000 

















1 “All other” includes the following activities: General agency supervision, consolidated compliance ac- 
tivities, voluntary home mortgage credit program, public works planning advances. 


Source: Budget and Organization Unit, May 8, 1958. 


Senator Magnuson. Thank you very much. We appreciate your 
coming. 

The committee will recess until 2 this afternoon. 

(Whereupon, at 12:30 p. m. the committee recessed, to reconvene 
at 2 p.m. of the same day.) 


AFTERNOON SESSION, 2:10 P. M. (WeEpNESDAY, APRIL 30, 1958) 


The hearing was resumed in room F-82, the Capitol, at 2:10 p. m., 
upon the expiration of the recess. 





—————E 
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INTERSTATE COMMERCE COMMISSION 


STATEMENTS OF HOWARD G. FREAS, CHAIRMAN; RICHARD F. 
MITCHELL, COMMISSIONER; ANTHONY F. ARPAIA, COMMIS- 
SIONER; KENNETH H. TUGGLE, COMMISSIONER; JOHN H. WIN- 
CHELL, COMMISSIONER ; EVERETT HUTCHINSON, COMMISSIONER ; 
RUPERT L. MURPHY, COMMISSIONER; ROBERT W. MINOR, COM- 
MISSIONER; LAURENCE K. WALRATH, COMMISSIONER; DONALD 
P. McPHERSON, COMMISSIONER; ABE McGREGOR GOFF, COMMIS- 
SIONER; BERNARD F. SCHMID, MANAGING DIRECTOR; HAROLD D. 
McCOY, SECRETARY; J. NEIL RYAN, BUDGET AND FISCAL 
OFFICER; GEORGE J. LOTITO, ASSISTANT BUDGET OFFICER; 
FRANCIS A. SILVER, CHIEF, MOBILIZATION PLANNING; C. W. 
EMKEN, DIRECTOR, BUREAU OF ACCOUNTS, COST FINDING, AND 
VALUATION; VERNON V. BAKER, DIRECTOR, BUREAU OF FI- 
NANCE; A. HENRY WALTER, DIRECTOR, BUREAU OF INQUIRY 
AND COMPLIANCE; HERBERT QUALLS, ASSISTANT DIRECTOR, 
BUREAU OF MOTOR CARRIERS; PAUL COYLE, DIRECTOR, BUREAU 
OF OPERATING RIGHTS; S. A. APLIN, DIRECTOR, BUREAU OF 
RATES AND PRACTICES; CHARLES W. TAYLOR, JR., DIRECTOR, 
BUREAU OF SAFETY AND SERVICE; EDWARD H. COX, DIRECTOR, 
BUREAU OF TRAFFIC; EDWARD BURNS, ACTING DIRECTOR, BU- 
REAU OF TRANSPORT ECONOMICS AND STATISTICS; LEE R. 
NOWELL, DIRECTOR, BUREAU OF WATER CARRIERS AND 
FREIGHT FORWARDERS 


LETTER TO SUBCOMMITTEE 


Senator Magnuson. The committee will come to order. We will 
hear the Interstate Commerce Commission. 

For the purpose of the record, the appropriation for 1958 was 
$16,750,000. The budget estimate for 1959 was $17,500,000, and the 
House allowed $16,750,000, the same as last year, which is minus 
$750,000. I understand they are asking for the restoration of the 
$750,000, and some language on newspapers, automobiles, travel, uni- 
forms, safety, inspection, and mobilization. 

We have a letter from the Commission which we will place in the 
record in full, as well as summaries from the justifications. The Chair- 
man is here, and we will be glad to hear from him first. 

(The information referred to follows :) 


INTERSTATE COMMERCE COMMISSION, 
Washington, D. C., April 3, 1958. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington, D. C. 

DEAR SENATOR MaGnuson: This is in reply to your letter of March 21, 1958, 
requesting advice as to whether any changes in the Independent offices ap- 
propriation bill for 1959 are required in the public interest, and whether a 
hearing is desired. 








} 
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We believe that the funds provided in the independent offices appropriation 
bill for 1959 are seriously inadequate to enable the Interstate Commerce Com- 
mission to continue its current programs, to handle increased workloads and 
new functions and responsibilities resulting from new legislation, and to keep 
pace with the significant changes in the transportation industries regulated by 
the Commission. More specifically, the President’s budget recommended an 
appropriation of $17,500,000 for the Commission, but the House bill provides 
for only $16,750,000, a reduction of $750,000. Not only would that reduction 
severely handicap the Commission in carrying out its current level of activities 
and additional functions added by new legislation, but an actual reduction in 
its level of operations would be required. 

In brief, the Commission has asked for $17,500,000, an increase of $750,000 
over its current appropriation, principally for the following purposes: 

(a) Additional personnel for tariff examination to review tens of thousands 
of tariffs filed each year to eliminate the large number of serious errors which 
occur in the tariffs before they become effective. 

(b) To employ additional personnel to handle increased proceedings work- 
loads; receipts of motor-carrier applications have increased by more than 30 
percent over 3 years ago. 

(c) In order to help us improve our enforcement program, the Congress has 
provided a substantial number of field personnel in both the motor and rail 
areas. This additional staff has generated a substantial number of prima facie 
eases of carriers violating our regulations, particularly in the area of motor- 
carrier safety. Our current staff of investigators and attorneys is inadequate 
to handle the increased load of enforcement actions. 

(d) We need additional analytical, engineering, and clerical personnel in the 
field of motor-carrier safety to analyze the wealth of safety information being 
collected so that it can be used to improve safety on the highways. 

(e) The Commission requested funds to expand the development of data by 
mechanical methods, with the objectives of reducing the cost of producing the 
data and to speed up its output. 

(f) The success of the Commission in the performance of its statutory duties 
depends in large measure on the adequacy of travel funds. We must have ade- 
quate funds to send examiners into all parts of the country to hear cases: and en- 
forcement of the regulations of the Interstate Commerce Act depends on the 
availability of funds to permit our inspectors, supervisors, accountants, and 
agents to perform inspections and investigations in the field. 

(9g) In handling its motor-carrier proceedings, and to supply information to 
the Congress, governmental agencies, and others, the Commission is sorely handi- 
eapped and needs to develop a motor-carrier directory to provide full and readily 
available knowledge of all motor-carrier certificates and permits granted, com- 
modities, routes, geographical areas, ete. 

(h) Other modest increases are requested to give clerical support to programs 
encountering increased workloads and to perform editorial work on the publi- 
cation of the Commission’s annotations. 

A number of important legislative changes also require modest increases in 
personne! : 

(a) Amendment of section 22 of the Interstate Commerce Act will result in 
handling copies of 35,000 section 22 quotations and tenders filed with the Com- 
mission by carriers. 

(b) Amendment of section 218 of the Interstate Commerce Act. requiring 
motor contract carriers to file schedules of actual rates charged to each shipper, 
will require the Commission to examine and analyze the schedules and related 
contracts. 

(c) The last Congress changed the definition of “contract carrier by motor 
vehicle.” which has required the review of 2,600 outstanding permits held by 
eontract carriers, and resulted in the docketing of 700 proceedings which will 
require upward of 500 oral hearings by hearing examiners of the Commission. 
Not only are additional personnel required to handle these cases, but diversion 
of examiners during the current fiscal year to this work hag built up a backlog 
of important proceedings work which can be reduced in fiscal year 1959 only if 
additional funds are provided. 

(7) The Commission must have additional motor-carrier-safety inspectors to 
enforce the regulations issued pursuant to recently enacted legislation pertaining 
to safety of transportation for migratory workers. 

The House bill eliminated all funds for defense mobiligation activities. The 
Commission has been given important delegations of authority and assignments 


re 


' 
j 
i 
' 
{ 





INDEPENDENT OFFICES APPROPRIATIONS, 1959 127 


of responsibility in the fields of domestic surface transport, storage, and port 
facilities. By delegation from the Office of Defense Mobilization, our Transport 
Mobilization Staff, in addition to other related important continuity of Govern- 
ment activities, is engaged in continuing development of plans and mechanisms 
for operation of nationwide transportation under attack and postattack condi- 
tions and postattack rehabilitation. This work is vital in the country’s defense 
effort and, therefore, it is requested that the $225,000 be restored. 

The Commission would also be severely handicapped if the reduction stands, 
because we would not have the necessary printing funds for revising the Inter- 
state Commerce Act Annotated, or to provide adequate supplies and equipment, 
and we would not be able to rent essential electronic data-processing equipment. 

In summary, not only have the budgetary needs of the Commission continued 
to rise due to increased receipts in workload and changes in legislation, but addi- 
tional burdens are being placed on us in our efforts to meet continuing changes 
in the transportation industry, such as increased interagency competition, a con- 
tinuance of efforts to coordinate the services of different modes of transportation, 
the growth of movement of highway trailers on rail flatcars and on ships, 
relocation of industries, ete. 

The House bill provides specific limitation language for railroad safety and 
locomotive inspection activities. The Commission request removal of this limi- 
tation language so as to make unnecessary the requirement for considerable 
recordkeeping and thus permit greater flexibility in the use of Commission 
personnel to participate in the railroad safety program. The Commission re- 
quests authority, which is not provided in the House bill, to provide uniforms for 
our motor-carrier-safety inspectors for proper identification and for their personal 
safety while performing checks on the highways during the night hours. We 
request restoration of authority to purchase 54 automobiles, as provided in the 
1959 budget. The work of our district supervisors and safety inspectors of the 
Bureau of Motor Carriers requires the use of automobiles to travel over large 
areas and to many points that are not readily available except by automobiles. 

The Commission request that the limitation for purchase of newspapers be 
raised from $200 to $600, because the latter amount is the minimum adequate to 
operate effectively. 

Attached is a statement showing, by page and line number, the changes the 
Commission deems necessary in H. R. 11574, Independent Offices Appropriations 
Act. 

We will appreciate the opportunity to appear before your committee in support 
of the changes requested, and to answer any questions that you or the committee 
members may have on the activities of this Commission. 

Sincerely yours, 


HowarpD FrEAs, Chairman. 
INTERSTATE COMMERCE COMMISSION 
SALARIES AND EXPENSES 
( Estimate $17,500,000 ; Act $16,750,000) 
(House hearings, pt. 2, p. 716) 
(P. 19, lines 14, and 16 to 21) 


(1) Page 19, line 14, strike out “S200” and insert in lieu thereof “S600”. 

This is the amount requested in the 1959 budget. 

(2) Page 19, line 14, strike out “twenty-seven” and insert in lieu thereof 
“Fifty-four”. 

This is the amount requested in the 1959 budget. 

(3) Page 19, line 16, strike out the word “and”. 

(4) Page 19. line 16, strike out “S1,.200,000" and 
“$1,250,000”. 

This is the amount requested in the 1959 budget. 

(5) Page 19, line 17, after the “;” insert “and uniforms or allowances therefor. 
as authorized by laws (5 U.S. C. 2131) 3°. 

This language was requested in the 1959 budget. 

(6) Page 19, line 17, strike out “S$16,750,000" and insert 
"$17,500,000". 

This is the amount requested in the 1959 budget. 


insert in lieu thereof 


in lieu thereof 


25300—58—pt, 1——- 
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(7) Page 19, lines 17, 18, 19, 20, and 21, strike out “not less than $1,405,100 
shall be available for expenses necessary to carry out railroad safety activities 
and not less than $966,300 shall be available for expenses necessary to carry out 
locomotive inspection activities :’’. 

Elimination of these limitations was requested in the 1959 budget. 

(8) Page 19, line 17, after the word “which” insert “$225,000 shall be available 
for expenses necessary to carry out such defense mobilization functions as may 
be delegated pursuant to law :”. 

This is the amount requested in the 1959 budget to carry out functions 
delegated from the Office of Defense Mobilization. 


JUSTIFICATIONS 


Salaries and expenses 


SE Pe Pee 
| 1958 estimate | 1959 estimate 





Obligations by objecis 
Object classification 





Number of permanent positions: | 


Departmental. .........-...- ie aso dp ibhs abbbe od ttho ces deh dccak eee 1, 490 | 1, 540 
SE iieiaiimemnichscd cbindemae pea apple cena i igh ibe Gag sla . 811 | 824 
ON eis ccd sds SATII Secbsbaotb ence aden 2, 301 | 2, 364 
Average number of all employees-_-._.......--.--.- | 2, 264 2, 320 
01 Personal services. ---.--- Wepuucrnun eateed semen derann $13, 863, 726 $14, 173, 674 
ee MN he ei sh ten nkimn shewidduetyietodsewanddaet | 1, 071, 619 1,25), 000 
Oe nN MONON OE SN inns bresenice semana sakns secs ‘ 23,917 | 27, 700 
04 Communication services_.....-_- aan 89, 600 96, 100 
ca ae Sd en ee kc ahctenareth = 56, 360 56, 360 

05 Rents and utility services. __..___-- ess ESE | 70, 500 | 92, 500 
06 Printing and reproduction_...........-.._-- pee ee Re ae ee sigs Sica 190, 000 255, 000 


Oe Py IONE FUN WOIIIN, ooocn cin encanccuccensssnes 

Ee Ae ee are ee 

09 Equipment______----- , bit betes 

11 Grants, subsidiaries and contributions: 
Contribution to retirement fund-__-_--- i tat ace cated 

13 Refunds, awards, and indemnities__ -- Pee LIS 2 PORE SEEN 

15 Taxes and assessments__....-.-.--- siden otic Meaaere 


eo ee 


= 204, 701 


139, 081 
178, 990 | 
851, 906 


1, 000 
8, 600 





, 
16, 750, 000 | 


156, 756 
255, 110 
215, 680 


911, 520 
1, 000 
8, 600 


17, 500, 000 
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GENERAL STATEMENT 


Mr. Freas. Thank you, Mr. Chairman and members of the com- 
mittee. I am Howard Freas, Chairman of the Interstate Commerce 
Commission. All of the members of the Commission are here present 
and we also have representative members of our various bureaus and 
offices. 

As the chairman just stated, the independent offices appropriation 
bill for 1959 was passed by the House on March 31, and under that 
bill our appropriation would be $16,750,000 or $750,000 less than ree- 
ommended in the President's budget. 

In our letter of April 3, pursuant to the invitation of the chairman, 
we stated what changes were required in the public interest in our 
1959 budget appropriaton bill. 

We requested an opportunity then to appear in support of those 
changes and are, of course, very appreciative of the opportunity af- 
forded us. 

In that letter, we explained why the additional $750,000 was criti- 
cally needed and listed by page and line the changes sought in the 


House bill. 


EFFECT OF HOUSE REDUCTIONS 


I should like to make some further comment on why the $16,750,000 
provided by the House bill is seriously inadequate. 

Specifically, that reduction of $750,000 would handicap the Com- 
mission in carrying out its present level of activities and it would 
mean that additional functions added by new legislation could not be 
given adequate attention. 

It would also require in some areas an actual reduction in the Com- 
mission’s level of operations for next year. 

The increase of the $750,000 in the current appropriation is pri- 
marily sought for the following purposes: 

First, in our Bureau of Operating Rights since receipts on motor 
carrier applications have increased more than 30 percent over 3 years 
ago, we must have additional personnel to handle that increased pro- 
ceeding work. 

In our Bureau of Traffic we need increased personnel to review and 
examine tens of thousands of tariffs that are filed each year in order 
that we may eliminate the large number of serious errors which occur 
in those tariffs before they become effective. 

In the Bureau of Motor Carriers analytical personnel, engineer- 
ing and clerical personnel in the field of motor carrier safety are re- 
quired to analyze the large volume of safety information that is being 
collected so that it can be used to cut down the deaths, injuries, and 
property damage on the highways. 


INCREASED PERSONNEL IN ENFORCEMENT PROGRAM 


In Inquiry and Compliance, Congress has provided a larger num- 
ber of field personnel in both the motor and rail areas to permit us to 
improve our enforcement program. 

This added staff has developed a substantial number of prima facie 
cases of carrier violations especially in the area of motor carrier 
safety. 
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We must have more investigators and attorneys to handle the in- 
creased load of enforcement actions. 


MOTOR CARRIER DIRECTORY 


In Transport Economics and Statistics in order properly to dispose 
of our motor carrier proceedings and to provide information for the 
use of the Commission, for the Congress, for the various govern- 
mental agencies and others, we seriously need additional personnel 
to develop a motor carrier directory and to provide full and readily 
available knowledge of all motor carrier certificates and permits 
granted, of the routes over which they operate, the geographical areas 
in which they do business, the commodities they transport, and so 
forth. 

We also need a few additional personnel increases to give clerical 
support to programs on conquering increased workloads and to con- 


duct editorial work on the publication of the Commission’s annota- 
tions. 


TRAVEL FUNDS 


The Commission must also have adequate travel funds to send ex- 
aminers into all parts of the country to hear cases and also the suc- 
cess of the Commission in the performance of its statutory duties de- 
pends on the availability of funds to permit our inspectors and super- 
visors, accountants, and agents, to perform inspections and investiga- 
tions in the field. 

In order to reduce the cost of producing statistical and other data 
and to speed up its output, the Commission needs more funds to ex- 
pand the development of data by mechanical means. 

During the last session of Congress a significant number of addi- 
tions and amendments to the Interstate Commerce Act were passed. 

The budgetary requirements for several of these enactments were 
nominal and are being absorbed. However, three amendments to the 
act will require additional employees if they are to be implemented 
properly. 

Unless the reduction by the House is restored, the performance of 
these new duties will have to be conducted at a level somewhat below 
that which the Congress and the public may reasonably expect. 


SECTIONS 22 QUOTATIONS AND TENDERS 


Among the legislative changes which place a burden on the Com- 
mission are the following: 

We have to handle some 35,000 copies of section 22 quotations and 
tenders filed with the Commission by the carriers due to the amend- 
ment of section 22 of the act. 

Senator Macnuson. For the purpose of the record, Mr. Chairman, 
that was the amendment to the act that came through my committee, 
the Interstate and Foreign Commerce Committee, which required 
that they post the rates under section 22. 

Mr. Freas. That is right; and in that connection in the report, the 
committee stated that from the public files of those quotations and 
tenders it requested that studies be made by our Commission and 
other governmental agencies and private groups and that these studies 
should undertake to separate the quotations and tenders requested by 
the Government agencies and those which were actually used. 
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Senator Maenuson. Let me ask this: You have already started 
to do this; have you not? 

Mr. Freas. We have started to set the machinery in motion to make 
that study. We have not gone very far with that but we are having 
these tenders and schedules on file and are working with them now. 
That is in process. 

Senator Maenuson. Let me ask this so that we will have the in- 
formation. How long will it take you to bring this up to date? You 
have a continuing effort. As the rates are made and negotiated you 
will have to continue to post them, will you not? 

Mr. Freas. That is right. I think it will be well to ask Director 
Cox of our Bureau of Traffic just how they are getting along with that. 

Senator Maenuson. Mr. Cox. 

Mr. Cox. As far as the filing is concerned, it is a continuing thing. 
As they issue new quotations they are filed and, of course, we post them. 

So far as the study is concerned we have not progressed far enough 
to know just how long that is going to take. 

SenatorMaenuson. Surely within the next fiscal year you should 
have that. 

Mr. Cox. I think so. We have been working with other Govern- 
ment agencies to see how much information we can get from them in an 
effort to cut down the cost. 

Senator Magnuson. Thank you. 


ANALYSIS OF SCHEDULES OF CONTRACT CARRIERS 


Mr. Freas. The Commission will also have to examine and analyze 
the schedules and related contracts of contract carriers because an 
amendment to section 218 of the Interstate Commerce Act requires 
motor carriers who serve more than one shipper to file schedules of ac- 
tual rates charged to each such shipper. 

Senator Macnuson. That was another amendment to the act which 
we passed out last year, one of the several that was recommended by 
the Commission itself to the original act. 

Mr. Freas. That is right. Amendment to the definition of contract 
carrier by motor vehicle has required us to review 2.600 outstanding 
permits held by contract carriers and has resulted in the docketing 
of 700 proceedings which will require noward of 500 oral hearings be- 
fore hearing examiners of the Commission. 

Not only are additional personnel required to handle these cases but. 
diversion of examiners during the current fiscal year to this work has 
built up a backlog of important proceeding work which can be re- 
duced in 1959 fiscal year only if additional funds are provided. 


SAFE TRANSPORTATION OF MIGRATORY WORKERS 


Also additional motor carrier safety inspectors are needed to ap- 
prise transporters of migratory workers of our safety regulations is- 
sued pursuant to recently enacted legislation pertaining to*safety of 
transportation of migratory workers and to make the necessary inves- 
tigations of alleged violations thereof. 

Senator Macnouson. I want to say to the other members of the com- 
mittee here that we passed out a series of amendments to the Interstate 
Commerce Act which was almost unanimous both in the House and 
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Senate. All of it did entail extra work for the Commission. It will 
not be as much in the future but to swing into this and get it going 
entailed all this extra planning and extra work in the whole field 
of motor transportation, 

Mr. Freas. That is right. In many cases the heavy impact of the 
work comes at the beginning. 

Senator Macnuson. Then as you get the program going, as you say, 
it would be continuing and will not involve as much work. 

Mr. Freas. That is right. 


DEFENSE MOBILIZATION WORK 


In reporting out the fiscal year 1959 bill, the House committee stated 
that it specifically denied $225,000 requested for defense mobilization 
activities. ‘Transportation defense mobilization planning work is per- 
formed as a delegate agency of the Office of Defense Mobilization. 

We believe that the work done by our transport mobilization staff 
is extremely important to the United States defense effort. 

Senator ELitenper. Why could that not be done on a reimbursable 
basis ? 

Mr. Freas. I was going to add that this is a delegated authority. 

Mr. Gordon Gray, the Director of the Office of Defense Mobilization 
is here today and I believe he will speak further to you on the critical 
need of continuing this defense mobilization work in the Commission. 

I understand that either he or Mr. Silver, who heads that work, 
will discuss it. 

Senator ELtenper. I am not questioning the need of the service. 
My question is: Why should it not be chargeable on a reimbursable 
basis to that part of the Government that needs it ? 

Senator Macnuson. We might as well get at this item right now as 
long as we are discussing it. 

Senator ELttenper. We have had the same issue, Mr. Chairman, on a 
public works level. We were asked to do things for ODM that ought 
to be done for ODM but on a reimbursable basis. 

Senator Maenuson. This is Gordon Gray, head of the Office of De- 
fense Mobilization. Of course, his appropriation for his office is also 
before this subcommittee. 

[ think Mr. Gray could explain the procedure here as to whether 
his shop pays for it or whether under his delegated authority it is 
then put into another budget, as in this case the ICC and they should 
have it in their budget. 


STATEMENT OF GORDON GRAY, DIRECTOR, OFFICE OF DEFENSE 
MOBILIZATION 


GENERAL STATEMENT 


Mr. Gray. Mr. Chairman, I would like to read a relatively brief 
statement which will set the framework for the problem which has 
been raised by Senator Ellender. 

In this case, that is to say the ICC appropriations, I have no reason 
to believe that the House committee or the House doubted the wisdom 
of doing this mobilization preparedness work or questioned the amount 
of appropriated funds needed to do it. 
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The item was stricken by the House committee because it felt that 
all mobilization preparedness items, and all civil defense items, as well, 
should be budgeted and requested by the coordinating agency rather 
than by the agency doing the work. 

This difficulty over whether it is better to have funds requested by 
the agency which will use them in the interest of presenting to the 
Congress a firsthand justification for the personnel and other ex- 
penses involved, or to have the request presented by the agency with 
ultimate responsibility for seeing that the work is done in the interests 
of presenting to the Congress the broad purposes to be served, is not 
a new issue. 

EXCERPT FROM HOUSE REPORTS 


As far back as 1955 in dealing with civil defense funds one sub- 
committee of the House was saying, and I quote: 
It would appear that the only businesslike way to handle this matter would 


be for the central agency charged with the primary responsibility, to prepare 
and present to the Congress a totally integrated program, 


while another subcommittee in the same year was saying : 


Each agency already has primary responsibility existing in the field of dele- 
gated authority, and civil defense features can be integrated in the regular 
operations just as is the case in the Department of Agriculture where no addi- 
tional funds are requested, and as many of the same agencies are already doing 
with defense mobilization activities. 

At the time of the preparation of the 1959 budget last fall, it was 
decided to attempt to serve the purposes expressed in both of the 
above quotations. 

The agencies were instructed to prepare budgets covering the work 
which their own personnel and facilities would do toward prepared- 
ness but to state the amounts involved separately so that the Con- 
gress might know both the total cost of preparedness work and by 
what means it was intended to be accomplished in the various agencies. 

This effort was only partially successful and the item now before 
this committee, that is the ICC item, was one of those stricken on the 
grounds that it should have been presented by the central agency 
rather than the working agency. 

We have reason to believe that an agreement on this procedure can 
be reached with respect to the 1960 budget, but it was not possible to 
resolve the matter in the House so as to dispose of all 1959 budget 
items. 

Senator ELtenper. Since the issue was first raised in 1955, why was 
the problem not taken up then in order to get agreement on how it 
ought to be done? 

Mr. Gray. We thought this year, Senator, that we had worked 
it out in a way which would be satisfactory to both points of view in 
the House. 

Senator Extenper. But you are going back to the same old method 
of letting the agency that does the work put the cost in its own budget 
and not in yours. By the way, I wish to say that the same issue came 
up before the Public Works Subcommittee of the Appropriations 
Committee. 

Senator Macnuson. I think this is going to get confusing in this 
bill. In the other agencies on civil defense, the House took the money 
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out and said, in effect, that civil defense should put that in their 
budget. 

Mr. Gray. So they came back. 

Senator Magnuson. They came back now, and we are going to hear 
them later this afternoon. They have it in their budget. They have 
a new estimate, but the President of the United States on April 14 sent 
this message to the Senate which projects this way of appropriating 
the money. In your particular case, it is just the reverse, as of now. 

Mr. Gray. That is right. 

Senator Magnuson. So that all of it is before this subcommittee. 

Mr. Gray. That is right, sir. 

Senator Magnuson. That is civil defense, ODM, and the agencies 
involved. 

CONSOLIDATION OF ESTIMATES FOR 1960 BUDGET 


Mr. Gray. Chairman Thomas went in one direction and Chairman 
Andrews went in another. We happened to be before Chairman An- 
drews. We sought to go back before his committee to consolidate these 
things, and he said that his committee was through with the bill, and 
to get this adjusted in 1960 in the way which I have indicated we will. 

Senator SavronsraLL. We are going to hear the civil defense after 
this. Is it not the simplest thing to move to strike this out of this 
budget right now and have them justify it in the other budget? I will 
be glad to make that motion. 

Senator Magnuson. The only thing is that ODM does not have a 
budget like this. 

Senator SALronstauu. Civil Defense does. They are here this after- 
noon. That would save time on this one, and we could argue it on the 
other one. 

REORGANIZATION PLAN 


Senator Magnuson. On top of that there is a reorganization plan 
to merge ODM and Civil Defense. 

Mr. Gray. I am afraid that in this particular case as a technical 
matter, your procedure, Senator Saltonstall, would be difficult to fol- 
low in the record because the function which ICC performs is by dele- 
gation from ODM and not from Civil Defense. Now, in some agencies 
there are dual delegations from ODM and Civil Defense, but in this 
case I think it is true that there is no delegation from F CDA to the 
ICC, but only from ODM. 

Senator SaLronsTaLL. But we have heard ODM in this committee. 

Mr. Gray. That is right. 

Senator Sarronstauu. So that if Civil Defense is not the right place 
to put it, why not put it in ODM? 

Senator Ei.ienper. It could be earmarked for that purpose. 


ADEQUACY OF BUDGET REQUEST 


Senator Savronsrat.. Let me ask you this further question: Do 
you say that $225,000 is necessary ? 

Mr. Gray. We think it is; yes. Mr. Chairman, the only thing I am 
axious about is that this item not get caught in the difference of proce- 
dure. 

Senator SarronsratL. Mr. Chairman, then I change my motion and 
move to make it ODM instead of Civil Defense and that, if necessary, 


| 
| 
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we ask Mr. Gray to come before us at a later time to show the necessity 
which he says exists for adding $225,000 to his budget. 


DELEGATION OF FUNCTIONS 


Senator Macnuson. Let us get this into perspective. 

We have here the delegation by both Civil Defense and ODM to the 
other agencies which, in the case of ODM, totals $5,122,400, and in the 
case of Civil Defense, $1,685,000, or a total delegated by both agencies 
to the other agencies of $8,677,000. 

The Defense Mobilization delegated to the ICC $225,000 for trans- 
port mobilization planning. 

You have delegated to General Services, which also comes up next 
week in the bill, $760,000 for the completion of the relocation of 
certain communications stations, and you have delegated to Housing 
and Home Finance, which we just cut out of their budget this morn- 
ing, $200,000 for the development of emergency lodging program 
and technical assistance to States and localities, $130,000 to Depart- 
ment of Agriculture, and so on, Department of Commerce, Bureau 
of Public Roads, Weather Bureau, and to Army engineers civil fune- 
tions, which is in your budget, Senator Ellender, $260,000. 

Senator Exienper. That is what I referred to. 

Senator Magnuson. Health, Education, and Welfare, $820,000; 
Interior, and that is all. But it is a total of $5,122,400, so that we will 
have to add to Mr. Gray’s budget $5,122,400. 

Mr. Gray. That is not quite precise, Mr. Chairman. 

Some of the delegations to which you referred are, I think, before 
other committees. You referred to the Interior Department. 

Senator Magnuson. But we have your budget, so that we are going 
to take them all together, not just piecemeal. 

Senator SALTONSTALL. We can take on all, Mr. Chairman, that come 
before this subcommittee anyway, and make a start on this thing. 


LETTER FROM BUDGET BUREAU 


Senator Macnuson. We will put in the record the delegations and 
the letter from the Bureau of the Budget on this matter. 
(The documents referred to follow :) 





<I 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Washington, D. C., January 28, 1958. 
Hon. CarL HAYDEN, 


Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 


My Dear: Mr. CHAIRMAN: As we informed you in our letter of January 16, 
1958, we are writing to explain the methods used in the 1959 budget to finance 
mobilization and civil-defense functions carried on by the various Federal 
agencies. 

It has become increasingly evident over the past several years, particularly in 
the annual civil defense-mobilization exercises, that the regular Federal agen- 
cies will play a major role in the event of a defense emergency. The planning 
to enable the agencies te perform in this key role must be carried out as an 
integral part of the planning and execution of their regular programs, and we 
believe it is essential that adequate funds be provided for these purposes. 

In the past, mobilization functions have been included in the agency budgets; 
on the other hand, civil-defense functions have been budgeted centrally by the 
Federal Civil Defense Administration, and the resulting appropriation allotted 
to the various agencies. The 1958 budget was presented on this basis, but Con- 
gress denied the central appropriation for civil-defense functions. 

The agency activities in connection with these two functions are quite closely 
related in nature—in fact, so much so that in some instances the same staff 
handles both sets of activities. It seems proper, therefore, that they should be 
budgeted in the same manner. Furthermore, the additional personnel required 
for these activities is frequently a part of the same group responsible for plan- 
ning and Carrying out current programs. 

Therefore, in the 1959 budget, we have included the moneys needed for both 
mobilization and civil-defense functions in the budgets of the various agencies. 
This should assure a more adequate integration of these functions into the nor- 
mal operations of each agency, and should also provide the Congress with an 
opportunity to see more clearly the relationship between these nonmilitary de- 
fense programs and the other activities of the agencies. 

However, recognizing the need for Congress to see the full picture on a gov- 
ernmentwide basis, we have compiled the attached tabulation of the amounts 
included in the 1959 budget to finance mobilization and civil-defense functions. 
The table also includes information on the appropriations for the Office of De- 
fense Mobilization and the Federal Civil Defense Administration. (Because of 
the nature of their work, the Department of Defense and the Atomic Energy 
Commission have been omitted from the compilation. ) 

The Director of Defense Mobilization and the Administrator of the Federal 
Civil Defense Administration are available to present additional explanations of 
the functions to be performed and the programs to be carried out, if you so 
desire. 

We believe that the existing method of financing mobilization functions is the 
proper one, and that the same method is also appropriate for financing the re- 
lated civil defense functions. We trust that this method, together with the 
attached tabulation, will meet the objections which have been raised by various 
subcommittees in the past, and we sincerely hope that the budget proposals for 
these functions will meet with the approval of the committee. 

Sincerely yours, 


PERCIVAL BrunpacGe, Director. 


| 
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Amounts included in 1959 budget to finance civil defense and mobilization functions 
of Federal agencies 








New obligational authority 








Agency and appropriation Program description 
Civil | Mobiliza-| Total 
defense tion 
INTERSTATE COMMERCE COMMISSION 
Salaries and expenses___.___.....--.----|---.-.----] $225,000} $225,000) Transport mobilization plan-S 
ning. 
GENERAL SERVICES ADMINISTRATION 
Operating expenses, Public Buildings |_....._.-- 760,000} 760,000} Completion of relocation of cer- 
Service. tain communications stations. 
HOUSING AND HOME FINANCE AGENCY 
Salaries and expenses, Office of the Ad- (') (4) 100, 000) 
ministrator. 
Federal Housing Administration fund, (4) (4) 50, 000 y 
administrative expenses limitation. ype ot yan ere. 
Low-rent public housing program fund, (‘) (4) 50, 000 anes to State and localities 
administrative expenses limitation. ? = 
| aiocetenpiiciacss detiessoipssstetsl iets 
Subtotal, Housing and Home |---.-.-.-.--|--.------ 200, 000 
Finance Agency. | 
DEPARTMENT OF AGRICULTURE | 
Agricultural Marketing Service __-__-_- 0) (‘) 
Commodity Stabilization Service___-. (!) | 1) 130,000 | Agricultural moblization plan- 
Agriculture Research Service--- he (@) () ning. 
Forest Service._..------ ete ) (1) 
DEPARTMENT OF COMMERCE } 
Salaries and expenses, General Admin- | $15, 000) 35, 000! 50, 000} Strengthening central emergency 
istration, Commerce. | | | planning staff and transport 


planning staff. 


Salaries and expenses, Bureau of the --| 300,000} 300,000) Collection and compilation of 


Census. | | | bomb damage assessment sta- 

| | tistics. 
Salaries and expenses, Business and |__--..----| 3,060,000) 3,060,000} Industrial moblization planning, 
Defense Services Administration. | survival items statistics and 
| analysis, defense materials sys- 

| | tem. 

Salaries and expenses, Maritime Activi- | 30, 000}. _. ‘ 30,000} Reimbursement to Navy for 
ties. | officer training in combating 


| radiation and _ bacteriological 

and chemical warefare. 

Bureau of Public Roads, Federal aid | 140, 000). . 140,000) Motor vehicle utilization study, 
highways trust fund. | research in disaster effects on 

| roads and bridges, aid to States 

in survival plans. 

Salaries and expenses, Weather Bureau. 300, 000}. .......-- 300, 000} Fallout forecasting program. 

Subtotal, Department of Com- 485, 000| 3, 395, 000) 3, 880, 000 
merce. 


DEPARTMENT OF DEFENSE, CIVIL FUNC- 
TIONS, CORPS OF ENGINEERS | 





Operation and maintenance. --- coe 100,000! 130,000! 230,000! Census of port terminal facilities, 
and census of heavy engineer- 
ing and construction equip- 
ment and resources. 

Program direction. 





Goneral expect... ......6202.0605-2..5- 30, 000) .....- wn 30, 000) 











Subtotal, Corps of Engineers.__-- 130, 000] 130, 000 260, 000) 











| 
| 
i 
| 


—————————— 
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Amounts included in 1959 budget to finance civil defense and mobilization functions 
of Federal agencies—Continued 








New obligational authority 
Agency and appropriation eg 
Civil | Mobiliza- 
defense tion 
DEPARTMENT OF HEALTH, EDUCATION, 
AND WELFARE 
Social Security Administration: 
Salaries and expenses, Bureau of $60, 000)_....._-__. 
Public Assistance. 
Salaries and expenses, Food and 110,000). 
Drug Administration. 
Salaries and expenses, Office of 50, 000}_.......- 
Education. 
Public Health Service: 
Assistance to States, general___.___- ee 
Salaries and expenses, Hospital 20, 000)... __ 
Construction Services. 
Salaries and expenses, Public ee 
Health Service. 
Office of the Secretary: 
, Surplus Property Utilization-_-- -- 130, 000}____ ‘ 
Salaries and expenses, Field Ad- 60, 000} ___ 
ministration. ; 
Salaries and expenses, Office of the | 10, 000) 
Secretary. 


| = 
Subtotal, 
Health, 
Welfare. 


Education and 


DEPARTMENT OF THE INTERIOR 


Salaries and expenses, Office of Oil and 
Gas. 


Salaries and expenses, Office of Min- 
erals Mobilization. | 


Subtotal, Interior - - 


DEPARTMENT OF LABOR | 





Salaries and expenses, Office of the | 
Secretary _- wb alu sew Ie | () 
Salaries and expenses, Bureau of Labor (4) 
Statistics. 
Bureau of Employment Security: 
Salaries and expenses_.-. re i) 


Grants to States for Unemploy- | (4) 
ment Compensation and Employ- 
ment Service Administration. 

Subtotal, Department of Labor 


POST OFFICE DEPARTMENT 


POO. co ncckincskdaneedehs ons 3 250, 
| 
' 

— 

Total .) 1,685 


Office of Defense Mobilization: Salaries 
and expenses (excluding Interde- | 
departmental Radio Advisory Com- | 
mittee). 





Federal Civil Defense Administration \67, 800, 000) 


| 
| | 


(including proposed legislation). } 


identified. 


Department of | 820,000 








$350, 400 


262, 000 


612, 400 





(') 
1) 


, 000 





000! 5, 122, 400| 
| 2, 235, 000) 








Program description 
Total 


$60,000! Emergency financial assistance 
and clothing programs. 

110,000} Testing and training in protect- 
ing food from radioactivity and 
biological warfare. 

50,000} Studies and methods for intro- 
duetion of civil defense train- 
ing in schools. 


315, 000} Technical assistance to States 
and training of PHS personnel 
in civil defense methods and 
problems. 

20, 000) Study hospital and medical facil- 
ities design and construction in 
relation to civil defense needs. 
65, 000} Plan, direct and coordinate total 
Bureau program. 


130,000} Administer total national pro- 
gram. 

60, 000} Coordination of Department ac- 
tivities in field. 

10, 000; Central direction of Department 
activities. 





820, 000) 


350, 400} Coordination, planning and ad- 
| vice to Federal agencies on all 

phases of petroleum and gas. 
262, 000} Coordination, planning, and ad- 
vice to Federal agencies on all 
phases of metals, minerals, and 
solid fuels. 


612, 400 


| 
17, 200) Program direction. 
55,000) Participation in bomb damage 
| assessment program. 
| 
| 
168,000|} Manpower mobilization plan- 
ning. 


| 1,300,000) State participation in manpower 


mobilization planning. 


1, 540, 200| 


| 


250, 000} Installation of emergency regis- 
tration and change-of-address 
system. 


8, 677, 600| 
2) 235, 000) 





' Civil defense and mobilization activities are performed as a single program, and costs cannot be separately 


oe SS 
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Senator Macnuson. Proceed, Mr. Gray. 

Senator Dirksen. Mr. Gray, you have only general familiarity 
with the work being done by the respective agencies under this dele- 
gation? 

Mr. Gray. I think that would be an accurate statement. I know, 
in a general way, and am quite convinced of the importance of it. As 
far as justifying the individual positions and expense items, I think 
we would do better to look to the agency actually performing the func- 
tion. I am prepared to talk about the necessity of the function. 

Senator Dirksen. So far as expressing it in the field or articulating 
the program, we have to depend on ICC to give us the information. 

Mr. Gray. That is right, sir. 

Senator Dirksen. Very well. We might just as well hear from you, 
and then hear from ICC. 

Senator Magnuson. The ICC has been delegated a general func- 
tion and would probably know better what the cost of that would be 
than if we gave you the money and you gave it to them. 

Mr. Gray. In any event, as long as they are going to perform the 
function, however, the budget should be made up by the agency per- 
forming the work. What you are talking about is getting all the 
money in one place so that you can see it clearly. 

Senator Dirksen. I think the starting point is this: First of all, 
did you contrive the $225,000 amount, or was it done on the basis of a 
survey made by the ICC? 


BUDGET PROCESS 


Mr. Gray. That was done by the ICC. We have a delegation to 
them for certain work, and then the ICC determines what personnel 
and other costs would be involved in accomplishing this work. I be- 
jiieve that Mr. Silver is prepared to go into that in detail. 

Senator Dirksen. So that ICC, along with the Budget Bureau, 
has determined what the amount of money is that this function will 
take ? 

Mr. Gray. That is correct. 

Senator Extxenper. Does that item show up in your budget, Mr. 
Chairman 4 

Mr. Freas. It did, but the House cut it out. The $225,000 is the 
amount they cut out. 

Senator Extenper. Does it show in the additional amount that you 
received over last year / 

Mr. Freas. We are not receiving an additional amount over last 
year. 
~ Senator Exvrenper. I am talking about your budget estimate of 
$17,500.000, which is $750,000 more than you got last year. 

Mr. Freas. Yes; that included the $225,000. 

Senator Exixenper. Let us take the current fiscal year. Are you 
doing work for ODM ? 

Mr. Freas. Yes, sir. 

Senator ELLENDER. Was that amount included in the $16,750,000? 

Mr. Freas. Yes, sir. 

Senator ELtenper. How much was spent this year ? 

Mr. Scum. Weare going to spend $225,000. 

Senator Magnuson. Senator Saltonstall, do you want to withdraw 
your motion ? 





| 
| 
| 


' 
5 





| 
| 
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Senator Sauronstat. I will withdraw my motion, with the request 
to Mr. Cooper that he call it to my attention when we hear this whole 
bill in executive session. 

Senator Magnuson. The Senator from Illinois, monet Dirksen. 

Senator Dirksen. How did this thing originate? ose it 
started either with the National Security “Council or with nob that 
there were certain mobilization functions that ought to be carried 
out in peacetime and, doubtless, it had to go through your agency. 


BASIC LEGISLATION 


Mr. Gray. The National Security Act of 1957, as amended Senator, 
requires that. the Director of the Office of Defense Mobilization advise 
the President concerning the coordination of military, industrial, and 
civilian mobilization, and then assigns to him certain functions in the 
mobilization field and carries in it a directive that he utilize to the 
maximum possible extent the personnel and facilities of the existing 
agencies. ‘This is the general broad background and the statutory 
base, really, for this mobilization planning. 

Senator Dirksen. So that the ODM staff determines through what 
agencies they work, what functions shall be developed, and to what 
dollar limit, perhaps ¢ 

Mr. Gray. No; we issue delegations—some really are to be found 
in Executive orders issued by the President—which ask them to per- 
form certain functions as ¢ learly defined as we can do it, and then there 
is very close cooperation, of course, among my staff and the staffs of 
the delegate agencies, in agreeing on how these ‘unctions shall be per- 
formed. So that we have proce eeded on the theory, which is rooted in 
the statute, that our office should be as small as possible and as much 
of this work as is possible should be done by the agencies who have 
the technically skilled personnel, many of whom would have the 
major responsibilities if we got into an emergency. And, I take it, 
there is no dissent, in this budgetar y problem we have, from the notion 
of having the work done lar eely by the other agencies. 

This is a problem of how you show it in “the respective budgets, 
whether it should be centrally budgeted and then reimbursed to the 
agencies or whether the agencies should show it in their own budgets. 

Senator Dirksen. You said that this is an important thing. That 
means, of course, that you have given some attention to it and finally 
rounded out what you think isa convenient program relating to trans- 
portation and relocation of these ICC facilities and others. 

I think that you could dispose of your portion on this in a rather 
brief general statement so that ICC would then tell us the details. 


Mr. Gray. I have such a statement, if the chairman would permit 
me. It isshort. 


Senator Macnuson. Go right ahead. 


COORDINATED MOBILIZATION PROGRAM 


Mr. Gray. As I have indicated, the National Security Act requires 
the Director, ODM, to advise the President on a coordinated program 
of military, industrial, and civilian mobilization, and to develop pre- 
paredness plans and programs to reduce the time required for full 
mobilization in the event of a national emergency. That assignment 
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is, in fact, governmentwide, involving most Government agencies and 
departments, and the act provides that the Director of ODM, in carry- 
ing out his responsibility, shall use to the maximum extent the facilities 
of the agencies and departments. 

In the spirit of the statute, the President has issued Executive orders 
delegating substantial mobilization responsibilities to be carried out in 
various departments and agencies under ODM policy direction and 
program coordination. Similarly, the Director of ODM has speci- 
fically assigned to the agencies mobilization program responsibilities 
and missions. 

: ICC MOBILIZATION WORK 


The ICC has responsibility for developing a mobilization program 
for domestic surface transportation and storage. This includes rail, 
bus, truck, and inland-waterway transportation and storage and port 
facilities. Under these categories fall a large percentage of our 
most essential transport facilities. A sound and current mobiliza- 
tion program in this area is of first importance to our national 
security. 

I believe it to be in the public interest to provide funds in this bill 
for the ICC mobilization work, because it is my strong conviction that 
we must continue to work with the transport and storage industries, 
gaining their assistance and participation in our mobilization pro- 
grams and plans. These plans and programs must be kept up to 
date, as modern weapons development requires, to provide a feasible 
readiness program against a possible attack on our Nation. 

ODM’s policy of using the staffs of agencies having day-to-day 
contact with the industries involved provides an effective and eco- 
nomical means of developing mobilization programs. This makes 
effective use of the broad background knowledge of the agency staffs 
and the industry people, and at the same time instills mobilization 
awareness in their thinking. 

I believe, Mr. Chairman, in my present capacity as defense mo- 
bilizer, that this work is very important to the national security. 

Senator Dirksen. Did you appear before the House committee, 
Mr. Gray ? 

Mr. Gray. No, sir. fi 

Senator Dirksen. You did appear on this item, Mr. Freas? 

Mr. Freas. Yes, sir. 


REASONS FOR HOUSE ACTION 


Senator Dirksen. The report is rather vague on that point. 

Why did they specifically deny the use of these funds? By so 
doing they have completely obliterated these functions, They say 
you specifically cannot use the $225,000 for this purpose so that this 
purpose is out of the window according to the House report. 

Mr. Freas. Apparently we did not fully convince the chairman 
of the committee or the committee that those functions are necessary. 
I cannot answer your question precisely as to why they cut it out 
but they were very specific about it. 

Senator Dirksen. Do you think they are hard people to make 
understand ¢ 

Senator ELtenper. To be specific, what did you do with the money 
you spent this year? What plans did you work out ? 
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Senator MAGNUSON. Give your name to the reporter. 

Mr. Sirver. My name is Francis A. Silver. 1 am Chief of Mobili- 

zation Planning for the Interstate Commerce Commission. 

Senator ELtenper. Did you appear before the House committee ? 

Mr. Sirver. Yes, I did and submitted a written justification for all 
of our programs, broke down the personnel, the amount spent for 
each activity, and was permitted to testify at considerable length in 
a full justification which is in the record. 

The amount that we asked for this year is identical with the amount 
that we are spending this year. 

As Chief of the Mobilization Planning, I have a staff of 15 people. 

Senator ExLtenper. How long has this study to which you refer 
been going on? 

Mr. Strver. The Commission took this responsibility over on July 1 
1955. 

Senator ELtenper. Have you had 4 full years of study with this 
fiscal year ¢ 

Mr. Stiver. Yes, however, we had a smaller staff until this fiscal 
year. We had a staff of seven in the fiseal year 1957. In the current 
fiscal year it was raised to 15. 

Senator ELLenper. That is not unusual. In fact it is usually the 
case. When you start a little program it grows. 

Mr. Sitver. It was not exactly that way, Senator Ellender. We 
did have the same assignment in 1955 from ODM that we now have. 
However, because we did not have a staff large enough to do the 
things ODM wanted us to do, we had to ask ODM to give usa priority 
on the items that we should undertake to consider. Then we limited 
the activities of the staff to those priority items. 

Now that we have more money this year, we have taken on some of 
the items which we could not handle before. 

Senator ELLenper. Do you give directions to ICC as to what studies 
are to be made ¢ 

Mr. Strver. Do I 

Senator ELLenper. I mean ODM. 


ODM ASSIGNMENT OF RESPONSIBILITY 


Mr. Sirver. ODM gives us an assignment of responsibility which 
sets forth in about 15 paragraphs the areas that they desire work to 
be done in. We develop the programs within those areas and clear it 
with them to see that we are doing the things they want us to do. 

Senator ELLENpER. Who studies those plans out? Do you get those 
plans } os Mr. Gray, or do you get it from the Army ¢ ; 


Mr. Gray. We give those : assignments to the agencies, in this case 
the ICC. 


Senator ELLENDER. Who worked it up? 

Mr. Gray. Our staff, yes. 

Senator ELLENpER. How many are on your staff ? 

Mr. Gray. Well, we are authorized in the current fiscal year 238 
positions not all of which are, at the moment, filled. 

Senator Dirksen. You mean on the mobilization functions? 

Mr. Gray. On all the functions of the Office of Defense Mobiliza- 
tion; that is, all of my responsibilities which include a lot of specific 


25300—58— pt. 1—_—10 
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things which you would not describe as mobilization functions in the 
sense we are talking about, the stockpile and things of that sort. This 
is our entire staff. 

DESCRIPTION OF ICC FUNCTIONS 


Senator Macnvuson. We will put in the record what the 15 people 
do. It ison page 759 of the House hearings. 
Congressman Thomas asked : 


What do they all do in the transport mobilization staff? What plans did 
you did not have in 1957? 


(The material referred to follows :) 


TRANSPORT MOBILIZATION STAFF (Activity No. 6) 


This activity provides for functions to be performed within the Commission 
under delegations from the Director of Office of Defense Mobilization to the Com- 
mission to be administered by the Commissioner in charge of car service activities. 

The 15 positions provided in the 1959 budget for this staff are separated by 
categories as follows: 


en) Sennen | neennemn LS 6 I ee a 
mevety chia, mébilization planeing.. kine cues sense dels 
Transport mobilization planning specialist-....____---__-_---_-____--___-- 
Industrial security specialist 
AEE a ee ee ee TAD er A 
Deenenceen semua BORINUNIN.. Sn Ss Se a ee Fe 
Or eenen MOURNE... 25 i oe es tn abun ee agee ate 
I a ih ale ees ennm Spc elm ecesbo nei abbe panei 
er RI I TNs ine tieccnssinpianidmbdinees deahiaitiee cies ni tes. ch seiiaborde daca 


i 
el el ol od 





eerste. fel SO eae se se, ee ee rk oe 15 


The 1959 budget provides for 15 positions for this staff and for a total of 
$225,000. These are the same positions and the amount is the same as was in- 
cluded in the 1958 appropriation act. 

The following statement indicates the current activities of this staff by pro- 
grams. The first program relates to the activities within the Commission which 
will provide for continuation of essential functions of the Commission during 
any emergency period. The second item relates to the program for enlargement 
and maintenance of a national executive reserve made up of top men in industry 
who would be available, upon call, to assume responsible executive positions in 
Government if an emergency situation made such action desirable. The remain- 
ing programs listed were effectively begun during fiscal year 1958 and in accord- 
ance with prior planning will be continued in fiscal year 1959. 














1958 1959 
Programs ie i = ded 
Positions Amounts Positions Amounts 

1. Transport Mobilization Staff functions -- 10 $103, 018 10 $103, 018 

Consultants (5 w. a. e.)- tr Lo in ell acai Goa inas eoouiee ON iE nthe nt bea 9, 500 

2. Executive reserve program poe cekwehelcn@hath aemseed PRM bowie eueccd 33, 600 

3. Traffic detour and rerouting plans. -------...|.------------ 40, 882 die ca ttaka 40, 882 

4. Bomb damage assessment program -- cad 3 19, 670 3 19, 670 
5. Facilities protection and industry security 

pregram...........:;. hams aeilipencad 2 18, 330 2 18, 330 

| ee Sean ee he 15 | 225, 000 | 15 | 295, 000 








NATIONAL DAMAGE ASSESSMENT CENTER 


Senator Ex.venper. That was the next question I wanted to ask. 
Mr. Stiver. This year for the first time we have been able to place 
a man full time at the National Damage Assessment Center which 
is at a classified location. It is very important work. We are sup- 











INDEPENDENT OFFICES -APPROPRIATIONS, 1959 145 


porting him at the Washington level with a man and a half; that is, 
the full time of one man and the half time of another one. 

Senator Ettenper. What does he do? 

Mr. Sitver. Are you familiar with the work of the National Damage 
Assessment Center ¢ 

Senator ELLenper. No, lam not. Iam hereto learn. 

Mr. Sirver. I am not sure that I can instruct you very clearly ex- 
cept to say that they have a machine at the center which is intended, 
in the event of an attack on the United States, to give an estimate in 
a short time as to the extent overall of damage that has been done in 
a given resource area. 

For instance, we have stored on the tapes at the Center over 1,300 
items now that pertain to railroads. There are 600 classification 
yards; about 500 br ‘idges and tunnels and about 250 repair shops, At 
the present time in my office we are working on an inventory of the 
warehousing resources of the country, both general dry merchandise 
and cold storage. Each inventory item inv olves not merely a listing 
of the location of a particular warehouse or storage facility and its 
capacity. It is necessary that we locate it geographically by co- 
ordinates so that pertinent data can be stored on a tape at the Na- 
tional Damage Assessment Center. Then in the event of an attack 
the blast damage and the thermal damage can be assessed against 
the particular area. In other words, in preparing the material to be 
stored on the tape we have to give the size, type of construction, et 
cetra, of the facility being inventoried, 

Senator ELtenper. What would be the good of that? For what 
purpose would this assessment be made ? 

Mr. Stiver. Well, I think the general idea behind it is that if a 
quick reading can be made of what damage has occurred throughout 
the country you know where your resources are and where to apply 
them. 

Senator E.tenper. You mean where they have gone. They have 
been blasted away. What good would an assessment do ? 

Mr. Sitver. It estimates what has been distroyed. You know what 
your pre-attack inventory was, and by deducting the estimated damage 
you know what remains ave ailable. 

Senator ELtenper. Do you not have a robot-type machine to do that 
for you ¢ 

USE OF UNIVAC MACHINES 


Mr. Stiver. Yes. It is one of these Univac machines. That is done 
by ODM in cooperation with FCDA and the Department of Defense. 
We are merely one of the agencies that have a man on the job there to 
see that these tapes are revised and kept up to date. 

Then we have men in Washington who are compiling this inventory 
and furnishing the basic data. 

Senator Eiienver. In other words, if a bomb drops in a certain area 
you would be able to tell how many warehouses and other facilities 
are in that certain area and what the damage is. But after you know 
what the damage is, what good will that do ‘us? 

Mr. Stiver. You will have to treat it as an available resource left 
that you can deal with. 

Senator E.ienver. If it is gone what good will it do to know? 
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EXAMPLE OF EXERCISES IN CHICAGO AREA 


Mr. Strver. May I give an example of one of these exercises where 
there were three bombs dropped in Chicago. 

We were concerned with the availability of rail transport facili- 
ties in that important area, Chicago being the hub that it is. After 
making the study and the analysis \ we found that there were some 126 
open routes around Chicago so that while rail facilities were out in 
Chicago we still could maintain a semblance of a transcontinental 
system by using the open routes. 

Senator Exxenver. Did the Univac machine give you that informa- 
tion? 

Mr. Sirver. No, at that time they did not have the robot, but I think 
the robot might give us a better answer now. 

Senator ELtenper. How will the Univac machine know the extent 
of damage that is going to be done? Who is going to feed the ma- 
chine that information? Will the machine be on the scene? 

Mr. Stiver. No, sir. The damage is reported from the local area 
through the region and then to the National Damage Assessment Cen- 
ter where it is fed into the machine. I have never seen the machine 
and I do not want to pose as knowing too much about it. I am sure 
that ODM could tell you more about it but I do know that in connec- 
tion with getting together the data for use by the machine that we 
have quite a job and it takes man-hours and manpower. 


SUMMARIZATION OF FUNCTION 


Senator Dirksen. Mr. Gray, is that a fair summarization of this 
whole function? You assume an attack and give an amount of dam- 
age, and out of this survey you determine the physical effect of the 
damage, what is necessary in order to maintain some semblance of 
transportation, how and where you store supplies, transport them to 
that point, and also keep your manpower going at the same time and 
circumventing so far as possible the dam: age effected by the attack so 
that both the domestic and military effort in that area can continue 
to go forward ? 

Mr. Gray. I think that is a good summary, Senator. May I say 
that this UNIVAC scientific computer was just installed and put into 
operation last summer. It was just new and = functioning perfectly 
at all at the time of Operation Alert last year. It has two main pur- 
poses at the present time, one which Mr. Siiver adverted to for emer- 
gency purposes which w ould give the Federal authorities responsible 
for the survival and rehabilitation of our economy an idea of what 
remaining resources there are in all fields, services, resource areas. 
manpower, military, and so forth, as you have suggested. 


VALUE OF UNIVAC MACHINE 


However, this UNIVAC machine at the present time is serving also 
extremely important mobilization planning purposes because we are 
constantly running various kinds of attack patterns through the ma- 
chine which gives us an idea as to what. we would have left in attacks 
of different kinds of magnitude and character, what the difference 
is, for example, if the weight of the attack was directed against popu- 
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lation centers as compared with the weight of an attack against mili- 
tary centers. 

Senator Ellender asked about how the machine finds out about the 
damage and he referred to transportation resources. In a very gross 
oversimplification let me say that the resources are stored on tape. 
They are in place at the site of the computer. We have attempted to 
include on these tapes all the important resources of the country, popu- 
lation of cities, transportation, communications, matters of this sort. 

To have the machine produce the information which we require then 
necessitates that there be fed into the machine information which the 
machine compares against resources ; that is, the ground zero of a burst 
or the location of a weapons burst, ’the radiation effects of the burst 
and other effects of this burst which the machine then in its own way, 
which I cannot explain, calculates against the resource which would 
be affected. This is a thing which would take days of man-hours to 
figure out and this machines operates very rapidly so that, assuming 
that we have any communications at all in time of an emergency, as we 
receive reports of damage from other parts of the country, this ma- 
chine would calculate very rapidly whether there is any resource avail- 
able left in an area which could be brought to bear on the situation. 

Senator Youne. Mr. Chairman, could I ask a question at this point ? 

Senator Magnuson. Yes. 


EFFECT OF POWER FAILURE 


Senator Youne. Suppose because of power failure this machine did 
not work, Mr. Gray ¢ 

Senator Magnuson. The Senator from North Dakota is inquiring, 
Mr. Gray. 

Senator Youne. Supposing because of power failure or some other 

‘auses the machine did not work. Would you be stymied? You would 
not have any one trained to evaluate this information ? 

Mr. Gray. Let us take the situation, Senator, if we had a direct 
bomb hit on the site. This would certainly pose the problem which 
you suggest. In that event we do have alternate sites for the national 
damage “assessment center which would take advantage of the com- 
puters in other places which did not belong to the Government but 
which would be made available and where people are being trained. 

Indeed, in our Operation Alert people come in from these other 
places and actually train in this work so that we would be able to have 
an alternate operation. 

COMMAND DECISIONS 


Senator Youne. Does not some person in some place have to make 
a final decision of what you are going to do after you're bombed out 
in some places, regardless of what the machine says ? 

Mr. Gray. Yes. Right on the spot, locally, these command deci- 
sions will have to be made in an area which is severely damaged. But 
we can see the possibility that there will be areas of the country which 
have not suffered any damage and then there must be a decision made 
as to what use shall be made of the remaining and undamaged re- 
sources in that area which would be needed to support the damaged 
area. This is a decision which we would make on a national basis if 
national communications were still available. 
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It would be made on a regional basis if communications with 
Washington were frustrated or eliminated or if Washington were 
eliminated. 

As far as trying to assess the total remaining resources of the coun- 
try and putting them to work is concerned, we feel that this system 
of rapid computation will be a thing needed to meet the requirements 
of the emergency. 

Senator Youne. Suppose some espionage agents were successful in 
destroying all these machines. Would you still have personnel to 
handle this information without information supplied by the 
machines ? 

I am trying to say that I hope we do not get to the point where 
we depend entirely for our safety upon the work of some machine. 
Tn instances such as I have mentioned, we would then have to go back 
to old hand methods of computation. 

Senator Magnuson. Who paid for the machine? From what 
budget did that come? 

Mr. Gray. It came out of the budget, Senator, in which the provi- 
sion was made for this relocation site. 

Senator Maanuson. You do not know what department’s budget it 
was? 

Mr. Gray. I do, but this is a classified budget. 

Senator Maenuson. Then do not tell us. You can tell us that the 
machine is not in Washington ? 

Mr. Gray. The machine is not in Washington. It is at a relocation 
center. 

Senator Macnuson. We might be tempted to use it to speed up our 
work. 

Mr. Gray. I would be very happy for you to come and see it some- 
time. It is a fascinating operation. 

Senator Dir«sen. Mr. Chaitian, I would like to ask Mr. Silver 
this question. 

The question must have arisen in the minds of the House Members 
when they specifically denied the funds for the use of the function 
that they either had some doubts about the value or were not ac- 
quainted with it. 


PREPAREDNESS AGAINST ATTACK AND PANIC 


Let me ask this simple question: I would presume that in a time of 
attack and panic there have to be carefully prepared manuals that 
tell people in key spots what to do, how to reroute trains, where to 
warehouse goods, and that sort of thing. Is that about the essence 
of this? 

Mr. Sriver. That is partly it. We have developed things such as 
you indicate, Senator. We have, for instance, a set of what we call 
self-triggered orders. They become effective upon the declaration of 
a state of national civil defense. Those have been disseminated in 
digest form and are in the hands of industry, operators, and other 
Government agencies. 

On top of that we have delegated authority to our field agents so 
that if they were cut off from Washington they have authority to do 
just exactly what the Commission could do if it were in action. 
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NATIONAL DEFENSE EXECUTIVE RESERVE 


A third program which is new but which is of extreme importance 
is the National Defense Executive Reserve. That was authorized by 
the amendments of 1955 to the Defense Production Act. We are re- 
cruiting reservists in all sections of the country. We have signed up 
as of the moment about 70. We expect to have 100 by July 1. 

These people are spotted around the country. They have agreed to 
serve and would serve in the event of an emegency, be sworn in to 
carry out some of these policies which we have w vorked out. 


COST OF TRAINING RESERVISTS 


Senator Maenuson. I want to say for the record there that those 
reservists get 2 days’ training and 5 days combining training in Wash- 
ington and at a relocation site and it costs about $600 for each one. 

Mr. Stiver. That is for the two training sessions. That is right. 
That sum covers per diem and travel expense. The per diem is $15. 

Senator Magnuson. They are recommended by Defense Transpor- 
tation Association, American Association of Railroads, Association 
of Warehouse & Storage, and port authorities. 

Mr. Stiver. And labor unions and colleges. 

Senator Macnuson. I wanted that for the record. 

Proceed. 

Senator Dirksen. Mr. Gray, let us assume that the whole plan has 
become pat with respect to the transportation, warehousing, supplies, 
and so forth. If the money were made available for this ‘fiscal year, 
from that point on what expenditure would be required to simply 
fill in, meet, and adjust to changes that may arise from time to time, 
or will this be a continuing function at this level ¢ 

Mr. Gray. I would not want to say at what monetary level but I 
think that this mobilization planning function is a continuing fune- 
tion, Senator. 

Just as an example, any mobilization planning that the Govern- 
ment might have been doing against the background of the atom 
bomb and propeller-driven aircraft has to undergo changes in the 
time of the hydrogen bomb and jet aircraft. Again, when we look 
forward to the missile era, and the shortening of warning times, and 
larger weapons, then the situation will have changed again. So I 
would have to say very candidly that I do not believe it is possible 
to hope that we may have a mobilization plan, put it on the shelf 
and then forget about it. 

I think that this constant change in technology makes this kind of 
thing just assurely obsolescent as aircraft become obsolescent. 


NEED FOR DYNAMIC PROGRAM 


Senator Dirksen. So that in the foreseeable future we have to live 


with some kind of dyn: _— adjustable program which may have to 
be adjusted from year to yea 


Mr. Gray. That is my cmvintitns, 

Senator Maanuson. In the testimony in the House, Mr. Chairman, 
did you say that Chairman Thomas said that you made plans and 
threw them out the window? In effect, you have to do that? 
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Mr. Gray. That is right. 

Senator ExLenper. Then it appears that if we had listened to the 
former chairman of Civil Defense, we would have spent billions of 
dollars for a system which would now be obsolete. There is no 
doubt about that. And if we had done that, we would be that much 
deeper in the hole. 

Senator Dirksen. Senator, the only constant value in the world is 
change. 

Senator Macnuson. Before we get into philosophy, let us go on 
with the ICC. 

Mr. Freas. I would like to make just one further comment, Mr. 
Chairman. 

Mr. Gray. Would you wish me to stay ? 


RUDGET SITUATION 


Senator Magnuson. I do not; but I want the record to show that, 
as far as this bill is concerned, mobilization as such has delegated 
$225,000 to ICC; to General Services Administration, $760,000; and 
$200,000 to Housing and Home Finance, so that we will have three 
agencies with which we are dealing in which the House threw the 
amounts in every case out of their budgets and brought. it over here 
and restoration has been asked by those three agencies but in civil 
defense, the House threw it out and the agencies are saying they do 
not want it because it is going to be in the civil defense budget so 
that we have a different situation. 

Mr. Gray. That is right, sir. 

May I say, Mr. Chairman, if you will indulge me, that I cannot 
speak for what the House did but I would suppose that very much 
involved was this question of procedure rather than the merits of the 

rogram. I cannot remember what the House committee report said 
but they denied all of these mobilization budgets as you have indi- 
cated so that I do not think it is altogether appropriate to assume 
that they considered it on its merits. 

Senator Magnuson. No, I think they were thinking more of pro- 
cedure which bothers us here too. 

I hope we can clear this up so that, as the Senator from Massa- 
chusetts said, we can get a better look at this whole thing and what 
we are spending. Now, it is all hidden in all kinds of places. 

Senator ELtenper. You used the right word, “hidden.” 

Senator Magnuson. We will proceed. 

Mr. Freas. If our Commission is to continue this work of course 
the money has to be available from some source. If it is to come out 
of our budget I want to make clear that we will need the entire 
$17,500,000, because if the reinsertion of the deleted language were 
followed without restoring the full amount of our budget, it would 
seriously impair our other programs. 

Senator Magnuson. You cannot be expected to do this delegated 
work unless you get the money from somewhere. 

Mr. Freas. That is right. The Commission will also be severely 
handicapped if the reduction stands because we would not have the 
necessary printing funds for revising the Interstate Commerce Act 
annotated or for renting esesntial electronic data processing equip- 
ment or to provide adequate equipment and supplies to our personnel. 
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CHANGES IN APPROPRIATION TEXT 


In my letter I recited the need for certain changes in our appropri- 
ation text and I would like to refer to it again very briefly. 

We requested that specific limitations for railroad safety and loco- 
motive inspection activities be eliminated from the appropriation text. 
This is requested solely to secure administrative improvement by elim- 
inating considerable record-keeping which would permit more flexibil- 
ity in the assignment of personnel to the railroad safety program. 

We requested authority for the purchase of 54 passenger automo- 
biles. The House reduced this number to 27. The automobiles are 
for use by our district supervisors and safety inspectors in the motor 
carrier program and are all necessary because their work takes them 
over large areas. 

PURCHASE OF NEW AUTOMOBILES 


Senator SALTONSTALL. You have 226 automobiles as I read the 
House record, and if you have 226 automobiles how many of these 54 
that you request are for replacement and how many for new automo- 
biles ¢ 
Mr. Scumip. Fourteen are replacements and 40 are new automo- 
biles. 

Senator SaLronsTaLi. Those are in addition to the 226? 

Mr. Scumip. The present fleet is 186. Forty is the addition to the 
fleet, which makes a total fleet of 226. 

Senator SaALTronstTaLu. 1 could not see in the House record that you 
put in the age of those automobiles. Have you a record of the age of 
those 226 automobiles ? 

Mr. Scumip. We will put it in the record. 

Senator SavronstaLt, Mr. Charman, I think for conference pur- 
poses if we are going to change this item we ought to have that record. 

(The information referred to follows :) 


The following statement shows the age and number of the fleet of 186 auto- 
mobiles operated by the Commission : 


Number 

Model year: in fleet 
Ch ie eits eke titw aie Ss enetdoniesagciute Sebigind ated. ads eee ine 62 
FI Soiaiag dips serge tect eats Sele Mink Man ln gi alc Nal a 60 

Res edervns ie ctl octagon: sisal abet edi sienna ih eae celia anes coeliac ada tasted ie eee a 39 
cs ER ES ee LE RE ey ee Ne 20 
9906.5 ot se Re hea a eee ee ee 4 
1G0Rkid a widlnib eile nude = ates. hike med. seh oe ea eee esas 1 
NONE in i ie ce 186 


60,000-MILE RULE FOR REPLACEMENT 


Senator Ex.tenper. Do you use the rule of keeping a car until it 
has 60,000 miles? 

Mr. Scumip. We have to use that. Fourteen of those cars for 
replacements will have been 60,000 miles or more when they are re- 
placed. The 40 new ones are to provide automobiles for our district 
supervisors who do not now have automobiles and have to use private 
automobiles. 

Senator SavronsraLL. Then except for 14, all of your other cars 
have been less than 60,000 miles ? 
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Mr. Scum. Yes, that is correct. Our fleet has been brought up 
to pretty good standards in the last 3 years. 
Senator Macnuson. Have you finished, Mr. Chairman ? 
Mr. Freas. I am not quite fiinished. A large amount of our work 
is, of course, in areas that are hardly accessible except by automobile. 


UNIFORMS FOR SAFETY INSPECTORS 


The House also eliminated our request for authority to provide 
uniforms for our motor carriers safety inspectors. The purpose of 
these uniforms is to provide proper identification of the inspectors 
and to provide for their personal safety while performing vehicle 
inspection checks of trucks on the highways particularly during the 
night hours. 

Senator SantronstaLt. You asked for that last year and it was 
also thrown out last year. Am I correct? 

Mr. Freas. Yes. 

Mr. Scum. That is correct, but as a matter of fact the Senate 
put the language in the bill. 

Senator Satronstatt. We put it in and it was stricken out in 
conference. 

Mr. Scumip. That is correct. 


PURCHASE OF NEWSPAPERS 


Mr. Freas. We also request an increase of the limitation of $200 
to $600 for the purchase of newspapers. Because of a nationwide 
interest in the transportation field and its problems the commission 
has greater need for daily information concerning these problems. 

Senator Sauronsratt. That again was put in by the Senate and 
stricken by the House. What was the amount allowed last year? 

Mr. Scumip. The same amount. 

Mr. Freas. As stated, the budgetary needs of the commission con- 
tinue to rise due to the increased workloads, changes in legislation, 
and new and difficult problems resulting from the continued changes 
in the transportation industry. 

Again, I earnestly request your committee to restore the cuts 
made by the House and that the full $17,500,000 appropriation re- 
quested by the commission for fiscal year 1959 be approved in order 
that we may meet the many complex and challenging problems and 
continue improving the handling of our varying and increasing 
workload. 

We very much appreciate this opportunity. 


RAILROAD SAFETY PROGRAMS 


Senator Macnuson. We have a few brief questions. 

I want to ask you this question first: Last year we added an extra 
amount for locomotive and railroad safety programs inspectors. Are 
you asking for the same amount this year, the same number? 

Mr. Freas. Yes. 

Senator Magnuson. That was in the House bill. 

Mr. Freas. That was in the House bill, yes, sir. 

Senator Macnuson. We are all right on that item so far as you 


know ? 
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Mr. Freas. That is right. 
ADDITIONAL MOTOR CARRIER SAFETY INSPECTORS 


Senator Maenuson. Then we also increased the amount of motor 
carrier inspectors. Is that the same amount for this year? 

Mr. Freas. No, not quite the same. I think maybe Managing Di- 
rector Schmid could give the detail of that. 

Mr. Scumip. We are asking for an increase of five additional motor 
carrier safety inspectors this year principally to enable the Commis- 
sion to do more safety work with respect to the transport of migratory 
workers. 

Senator Magnuson. That was due to the act that we passed since 
the last year’s budget ? 

Mr. Scum. That is correct. 

Senator Maenuson. But the regular inspection is the same amount 


that we made the increase in last year and that is included in the 
House bill ? 


Mr. Scumip. That is correct. 

Senator Magnuson. But the migratory workers inspection needs 10 
more men ? 

Mr. Scumip. No, sir. We are requesting only five additional motor 
carrier safety inspectors. 


EFFECTIVENESS OF SAFETY PROGRAM 


Senator Magnuson. You can probably put this in the record but has 
the impact of the increase of these inspectors on the safety program, 
both rail and motor carriers, been olhattives more so this year than 
when you were short of men? 

Mr. Freas. Yes, we think it has been quite effective. We think our 
results were better and will be better in the future because always 
when you put on new men it takes a certain amount of time to train 
them and get them into full production. 

Senator Magnuson. Not being repetitive but on the definition of 
contract carriers, you would need part of that extra amount to take 
care of that and bring that up to date ? 

Mr. Freas. That is right. 

Mr. Scumip. As a matter of fact, Mr. Chairman, we have been 
forced to divert a considerable number of our examiners this year 
to work on that very problem and the net result is that our backlog 
after we had it under pretty good control 3 or 4 months ago, has man- 
aged to build up while we were taking care of this contract carrier 
work, 

ENFORCEMENT FUNCTIONS 


Mr. Freas. On the question of enforcement, we have some figures. 

Senator Magnuson. I think you ought to put those in the record 
because we had a difficult time getting those extra men in there and 
want to show that it was worthwhile. 

(The information referred to follows :) 

Car-service agents.—In the fiscal year 1957, funds were provided for 40 addi- 
tional car-service agents. At the present we have car-service agents located in 


53 cities, which represent the principal rail gateways and traffic originating 
and terminating areas in the United States. They are in a position to take 
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immediate action in case of car shortages, congestions, and various emergencies 
affecting car supply and distribution. 

The national car shortage began to diminish around the middle of 1957, due 
to several factors—the acquisition of over 100,000 new freight cars by the rail- 
roads, the falling off of traffic, and, more importantly, the efficient utilization of 
equipment by the carriers resulting from intensive policing on the part of our 
field force. However, the available freight-car fleet as of April 1, 1958, was 
1,645,132 cars, or a loss of 83,327 cars in the available supply since July 1, 1957. 

When a car shortage develops, which is almost inevitable on local and even 
national levels, our much better staffed and more fully trained field force will 
be able to obtain full utilization of the available freight cars. 

Motor carrier district supervisors and safety inspectors.—Increased funds 
appropriated by the Congress, in the fiscal years 1956 and 1957, provided 79 
new motor-carrier-safety inspectors and 35 district supervisors. The safety 
inspectors spend full time in safety work, while the district supervisors divide 
their time between safety work, enforcement, and general assistance to the 
motor-carrier industry. In 1955, before this additional staff was provided, 
final investigations were meade of only 545 of the more than 12,000 complaints 
received. During the same period, our staff conducted about 1,400 road checks, 
16,000 driver-vehicle inspections, 3,500 safety surveys, and identified and made 
service of safety regulations on approximately 2,850 new private and exempt 
earriers. After the new staff was added, even though it was not fully produc- 
tive during all of fiscal year 1957, our accomplishments were significant. Of 
the 15,872 complaints received, we made final investigations of 843, an increase 
of 55 percent over 1955. We conducted 5,257 road checks, or an increase of 
about 275 percent; we made 4 times as many driver-vehicle investigations in 
1957 than we did in 1955: we increased our safety surveys to 4,716, or by 35 
percent; and we identified and served safety regulations on 10,064 new private 
and exempt carriers, which is almost 4 times as many as those identified and 
served in 1955. During the current fiscal year, with more completely trained 
motor-carrier field staff, we expect a substantial increase in all motor-carrier 
field activities; by way of example, in 1958 we expect an increase in driver- 
vehicle inspections by an additional 50 percent and in safety surveys by an 
additional 25 percent over 1957. 

While it is too early to properly evaluate the effect of our greater effort in 
the promotion of highway safety for certificated carriers, it is interesting to 
note that in 1955 such carriers reported 1,373 fatal accidents as compared with 
1,180 such accidents during 1957, a reduction of approximately 14 percent. 
The number of fatalities reported in 1955 totaled 1.774 while during 1957 only 
1,469 were reported, a reduction of 17 percent. This significant reduction in 
fatalities involving regulated carriers is more pronounced when compared with 
the nationwide statistics which show a slight increase in 1957 over 1956. 

Enforcement attorneys.—The expanded motor-carrier field staff has a direct 
relationship to the Commission’s enforcement program. In the appropriation 
for 1957, Congress provided funds for our Bureau of Inquiry and Compliance 
to increase the field-attorney staff by & positions, making a total staff of 20 
attorneys in the field for motor-carrier enforcement work. While this new 
staff could not be fully productive during all of fiscal year 1957, work output 
increased substantially. In 1956, about 3,400 preliminary reports of viola- 
tions were reviewed; in 1957, a total of 4.300 such reports were reviewed, an 
in crease of 26 percent. This year, on the basis of 9 months’ experience, 
it is estimated that approximately 6,000 such reports will be reviewed, an 
increase of 40 percent over last year, or 76 percent over 1956. 

With respect to actual court cases, 312 motor-carrier cases were authorized 
in 1956. In the following year, 1957, this increased to 360 cases. However, in 
1958, again based on the first 9 months’ experience, court cases authorized 
by the Commisison will total approximately 550 cases, an increase of about 
190, or 53 percent over the previous year. 


SUPERVISORS IN THE FIELD 


Senator Magnuson. The chairman and I think maybe some of the 
other members have received some complaints in this field; that you 
had too many supervisory men out in the field rather than inspec- 
tors. How many did you have? How many of these people are 
supervisors? 
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INDEPENDENT OFFICES APPROPRIATIONS, 1959 155 


Mr. Scumip. I believe you are thinking of the Bureau of Safety 
and Service, where we have 13 assistant regional managers whose sole 
function is to coordinate the work being done by a varied group of 
inspectors. 

Senator Magnuson. Yes. 

Mr. Scumip. We have locomotive inspectors; we have hours-of- 
service inspectors, car-service agents, and a number of other types of 
inspectors. We have 15 assistant regional managers, each of whom 
has administrative supervision over “this type of personnel in each 
of our 15 regional offices. 

In addition to that, we have 17 zone supervisors, who are more or 
less technical consultants and who provide certain traiming not 
only to new men but to some of our existing personnel in other in- 
spections activities of the Interstate Commerce Commission so that 
we can get the fullest utilization of our staff. 

Senator Magnuson. You have 30 people supervising how many 
people, all told ¢ 

Mr. Scumip. I would like to have Mr. Taylor talk to that. He is 
the Director of the Bureau. 

Mr. Taytor. It is 1 superv isor to men. 

Senator Magnuson. That is 1 supervisor to 9 people working ¢ 

Mr. Taytor. Yes. Most of these supervisors are paid the same 
salaries as the workmen. They are the older men who have had more 
experience and were designated as supervisors to try to get a uni- 
formity of understanding of the Commission’s rules and regulations 
as well as the safety laws and to keep our field force all working uni- 
formly in the interpretation of the rules and instructions. 

Senator ELtenper. How far are these nine workers removed from 
the supervisors ¢ 

Mr. Taytor. In some cases 350 and 400 miles. For instance, our 
supervisor of car service work covering New Orleans is located in St. 
Louis. They have to travel long distances to get to those nine men. 

We have found that. by having the supervisors we can bring them 
into Washington occasionally and bring them up to date on inter- 
pret: itions. 

They go back in the field and visit the men in the field and work 
with them to get a more uniform understanding of the work. That 
was the primary purpose. 


SUPERVISOR GRADES 


Senator Magnuson. Your assistant regional managers get more sal- 
ary than the people that they supervise, do they not / 

Mr. Taytor. Yes, sir, they are grade 13’s and the regular inspectors 
are grade 12. 

Mr. Scumip. I want to mention, Mr. Chairman, that we did have 
300 people in the field who were being supervised from W Ashington. 
That is an impossible situation. You cannot supervise 300 people 
scattered all over the United States. 

Senator Magnuson. I do not pose as an expert on this at all; but 
people that should know seem to think, and I do not want to be specific 
about any region, that you are getting a little topheavy on supervi- 
sion. 

Mr. Taytor. We had people i in the field who had not seen any su- 
pervisor from Washington in a number of years. We had other peo- 
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ple in the field who had not been to Washington since they were em- 
ployed 20 years ago and they were told to run their territories really 
without any supervision. They were their own boss. 

Well, some of them were fearful that the supervision is liable to 
make them tighten their belt a little. That is what the real fear is. 

Senator Macnuson. I did inquire about this in February and the 
Commission did send me a long justification of it and I will put that 
in the record in view of these suggestions, not necessarily complaints, 
which we got that maybe you were getting topheavy. 

(The material referred to follows :) 


INTERSTATE COMMERCE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, February 27, 1958. 
Hon. WARREN G. MAGNUSON, 
United States Senate, 
Washington, D. 0. 


Dear SENATOR MAGNUSON: We are pleased to furnish the information re- 
quested in your letter of February 4, 1958, concerning supervision, rersonnel, 
travel and work activities of the Commission’s Bureau of Safety and Service. 

The answers to the questions listed for categories of personnel, 1 through 10, 
are provided in attachments. Replies to your general questions, and descriptions 
and objectives of the Commission’s augmented supervisory program in the Bureau 
of Safety and Service, are provided in the body of this letter. 

As you know, through the initiative of your committee, in 1952 the Wolf 
Management Engineering Co., of Chicago, conducted a study of the organization 
and operations of the Interstate Commerce Commission. One of the basic rec- 
ommendations of the Wolf Co., which the Commision accepted in principle, was 
concerned with the coordination of the separate railroad safety programs. The 
Wolf Co. proposed that the technical and executive functions relat've to inspec- 
tion of equipment, formulation of safety rules, and safety practices for the 
various types of carriers should be consolidated. Accordingly, in 1954, the 
Commission consolidated the three separate Bureaus of Locomotive Inspection, 
Safety, and Service into a new Bureau of Safety and Service in order to achieve 
coordination of the inspection programs and to provide for administrative 
efficiencies. 

In furtherance of these objectives, we recently established a new position of 
safety and service agent in which we combined certain functions involving the 
inspection of safety appliances, hours of service, and explosives handling, with 
the work for car service matters. It should be noted that although in replying 
to your specific questions in the attachment, we have used such titles as “safety 
appliance inspectors,” “hours of service inspectors,” and “explosives agents,” and 
“car service agents,” we actually no longer have these categories of personnel. 
We have, rather, the new position of “safety and service agent,” as described 
above. 

Shortly thereafter, in addition to their duties as inspectors, 30 of the Bureau's 
field technical personnel were designated as zone supervisors. Each zone super- 
visor, in his technical specialty, was assigned a given number of inspection dis- 
tricts and inspectors for technical guidance and for training purposes. More 
specifically, the duties of each zone supervisor, in addition to conducting inspec- 
tions in his own specialty, are to standardize the inspections made, to stand- 
ardize the interpretation of the inspection rules, and, in the case of safety and 
service agent zone supervisors, to train field inspectors of the Bureau of Safety 
and Service to perform additional types of safety or car service inspections. It 
is believed worth reiterating at this point that each zone supervisor is primarily 
an inspector, who will spend most of his time conducting his regular inspection 
work. When the immediate training period for qualifying the technical per- 
sonnel in other phases of work and training new employees is past, the zone 
supervisor will enond only 9 small nart of his time in providing technical guid- 
ance in his particular technical work area. 

In August 1957, an assistant regional manager for safety and service activities 
was appointed in each of the Commission’s 13 regions. The assistant regional 
manager replaces a zone supervisor for his own specialty (e. g., locomotive inspec- 
tion, safety annlionces, etc.) and also serves as the Burean of Safety and Service’s 
principal representative for the supervision of that Burean’s 6 programs in 
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each of the 13 regions. More specifically, the assistant regional managers pro- 
vide guidance in the coordination of the programs of the Bureau in the field, to 
a field force largely composed of technically qualified inspectors and agents with 
considerable specialized experience in the work for which they are employed. 
The assistant regional manager is utilized to give continual evaluation and guid- 
ance to the Bureau’s diversified field force to assure that maximum utilization 
and effectiveness is realized, taking into consideration local conditions. Simul- 
taneously with the appointment of the 13 assistant regional managers, the posi- 
tions of 13 zone supervisors were eliminated, and since an assistant regional man- 
ager does not ordinarily conduct inspections, the position from which he was pro- 
moted is being filled with an inspector or agent who will conduct inspection 
work. 

The changes in organization, proceedings and programs were accomplished, 
some rather recently, to secure the accomplishment of a larger amount of work, 
to be completed more effectively, and with increases in cost considerably lower 
proportionately than the additional volume of inspection work to be accomplished. 
Although the initiation of the new program in the last year may have had the 
effect of reducing the work units performed temporarily in a few areas, it is 
indicated that we already are or will be, within a relatively short time, doing a 
better job and considerably more work in all program areas as a result of the 
changes. Listed immediately below are comparative figures showing the amount 
of work accomplished in the technical specialities handled by the Bureau of 
Safety and Service, comparing fiscal year 1957 with the period July through 
December 1957. 





| July-Decem- 


| 





ber 1957 work 








} 
| 
Fiscal year | July-Decem-| multiplied 
1957 | ber 1957 by 2 to 
convert to 
| years’ basis 
| | | 
Locomotive inspection: 
Number of locom tives inspected -- 100, 607 44, 958 89, 916 
Average employment for period Bi? hice. 
Safety appliances: 
594, 487 
Average employment for period. ._...__.......-.-----.-- 52.9 1477 
Hours of service: = 
De C0 ROUCINS TREN. oa wasiesenedensehunnnaeeun 776 | 441 
URE GRIT MIRE ov ca peectcceuncegeenmugeanade 314 | 133 
Total__ 1,090 


Average employment for period_._.._...___- 


Signal inspections: 


12 











id he ediihenchcaiaaie 57 
Number of safety appliances inspected ____..........----- 1, 104, 836 | 





Number inspections - - ‘ 3, 941 1, 838 3, 676 
Number units inspected silahasilinRdeniaauin't gical eamiias 86, 442 50, 949 101, 898 
Average employment for period 21.5 WCET Ucccodas inci 
Explosives: 
Observations 1, 063 622 1, 244 
Average employment for period 2.8 | 3.0 
Car service: 
Agency yard and individual reports 7, 836 3, 565 7, 130 
Letter reports 5, 327 3, 475 | 6, 950 
Total. Sapa yt: 13, 163 7,040 | 14, 080 
Average employment for period____-- é babel 60. 1 66.6 | 


| ag gens ia ta 


1 Depletion of civil service registers for these positions had led to drop in employment pending giving of 
examinations. Examinations have been or soon will be given and appointments to these positions are 
being made on the basis of new registers or on a temporary basis pending establishing of registers. 


As can be observed from the figures presented above, the workload completed 
during the 6-month period July to December 1957, multiplied by 2 to provide 
a figure comparable to fiscal year 1957, indicates that despite the extensive 
investment of time and effort required in the last 6 months to install the new 
programs, production has not suffered substantially in any area, and in most 
cases has even improved. We believe, if the period July to December has not 
been the time of the year usually heavy with vacation leaves, that production 
would have been higher in al! categories. In the area of locomotive inspection, 
where 100,607 locomotives were inspected in the fiscal year 1957, the comparable 
number of inspections from July 1957 to December 1957 was 89,916, or a reduc- 
tion of 10.6 percent. However, it should also be noted that there was a reduc- 








158 INDEPENDENT OFFICES APPROPRIATIONS, 1959 


tion in average employment of locomotive inspectors during the same period 
from 57 to 53.9 or by 5.4 percent. Despite the reduction in the average num- 
ber of personnel employed, the number of safety appliance inspections, hours 
of service inspections and signal inspections increased; and the number of 
explosives inspections increased in greater proportion than the increase in the 
number of explosives inspectors employed. In the car service work, work done 
did not increase proportionally to the increase in the number of employees, 
but this was due primarily to having employed a substantial number of new 
ear service personnel in fiscal year 1957, who required considerable orientation 
and training, during which time, they of course could not be fully productive. 
In addition, during the period July to December 1957, safety and service agents 
eoncerned primarily with car service work were being utilized in safety appli- 
ance and hours of service work. 

Your letter pointed out that the Commission performed almost 10,000 fewer 
locomotive inspections in 1957 than in 1952, notwithstanding the fact that 
Songress provided sufficient travel money for 16 days away from home in 1957 
as compared with only 9 days in 1952. May we state, first, that in 1952 Con- 
gress provided sufficient funds for 15 days per month away from home rather 
than 9 days. In addition, in 1952 the Commission was able to employ an 
average of 61 locomotive inspectors whereas in 1957 we employed an average 
of only 57 locomotive inspectors. As you can see, we had about 7 percent fewer 
locomotive inspectors in 1957 and did about 9 percent fewer locomotive inspec- 
tions. It is important to note that in 1952 the Commission was responsible for 
inspecting 43,206 locomotives, 22,716 of which, or 52.5 percent were diesels. 
In 1957 the figures were 37,353 locomotives, 30,740 of which or 82.3 percent 
were diesels. In addition, in 1957 the Commission started a new program of 
inspecting 2,745 multiple units. We find that a diesel locomotive, being much 
more complex in structure than a steam locomotive, takes longer to inspect. 
We would also like to point out that while the number of inspections made 
serves as some indication of the activity of the locomotive inspection field force, 
the primary duty of our inspectors is to assure that the inspections and tests 
required to be made by the railroad companies are conducted and conducted 
properly. The inspection of the locomotives themselves by the Commission’s 
inspectors is to serve as a spot check of the condition of motive power and the 
degree of compliance achieved by the carriers. In addition, the locomotive 
inspectors must also make investigation of accidents resulting from some fail- 
ure of a locomotive or its appurtenances resulting in serious injury or death, 
and must investigate complaints received from Congressmen, railway labor 
organizations, and others alleging violations of the law or the Commission's 
rules covering locomotive inspection. In recent years, among other factors, 
the decrease of work forces on railroads resulted in the receipt of many com- 
plaints. In each instance the Commission must make adequate investigation 
to assure that the equipment is being maintained in safe and suitable condition 
for service in compliance with the law and rules. 

Increases in travel funds permit inspectors to work away from headquar- 
ters more and serve primarily to improve the coverage of their territory 
and allow them to ascertain the degree of compliance at all inspection points 
in their territory and, where necessary, to take the necessary corrective action. 
With more travel money, smaller inspection points can be covered as well as the 
larger ones, and this may result in some small decrease in the total number of 
locomotives inspected. When travel funds are limited, the inspections are 
necessarily restricted to the larger and more important points, including those 
at headquarters, and the number of locomotives inspected may be relatively 
higher. When more travel funds were made available in fiscal year 1957 than 
had been available in the 4 preceding fiscal years, every effort was made to 
assure that those smaller inspection points which we had not previously been 
able to cover had inspections made by our locomotive inspectors. Since the 
number of locomotives available to be inspected at these smaller points are 
fewer than at the larger terminals, there naturally would be some decrease in 
the number of units inspected. 

We note that your letter states that the President’s budget for fiscal year 
1959 provides for the same amounts for railroad safety and locomotive in- 
spection as were appropriated in fiscal year 1958. Actually, the budget for 
fiscal year 1959 provides $1,405,120 for railroad safety and $966,300 for loco- 
motive inspection. For fiscal year 1958, there was appropriated $1,363,500 for 
railroad safety and $956,600 for locomotive inspection. The slight increases 
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provided for in 1959 are primarily to pay for an increase from 7 to 8 cents per 
mile for official travel by privately owned automobiles, and other increased 
transportation costs. 

You asked about the impact of the new supervisory functions upon the day- 
to-day inspection of locomotives, cars, signals, and so forth. We are confident 
that as soon as the new positions have been assimilated into the structure of the 
Bureau’s activities and as soon as the training of safety and service agents 
to do a multitude of safety and service duties is completed, which will be 
within the very near future, there will be a marked improvement in the quan- 
tity and quality of the work performed, as well as in the coverage obtained 
in the field. Some of this improvement in quantity of work produced is 
already in evidence, as shown in the table on pages 4, 5, and 6 of this letter. 

We are convinced that the program of increased supervision and training 
in the railway safety and service areas will more than pay for itself in the 
very near future. Our experience has been that it is impracticable to do an 
effective job of supervising approximately 275 field employees of the Bureau 
of Safety and Service, assigned to 66 cities, from distances as great as 3,000 
miles. We found that not only was there inadequate supervision and lack of 
uniformity in the work of the field force and in the application of the laws for 
which the Commission is responsible, but we found differences in the effect 
of our railroad safety programs in securing improved safety on the railroads. 
The program we have installed will, we believe, result in substantial improve- 
ments in railroad safety and in car service activities of this Commission. 


We will be very pleased to provide any additional information which you 
would like to have. 


Sincerely yours, 


Howarp Freas, Chairman. 
[Attachment] 


ANSWERS TO QUESTIONS LISTED FOR CATEGORIES OF PERSON NEL 
1. Regional managers 


(a) There are 13 regional managers employed. 

(b) They serve as district director of motor carriers in their geographic ter- 
ritory, and as such are responsible for the direction of the motor carrier program. 
They also serve as the Commission’s chief administrative officer in the same 
geographic region, and are responsible for all administrative and managerial 
functions in that region. 

(c) Salaries: 8 at $10,750, 2 at $10,535, 3 at $10,320; total salaries $138,030. 
All are grade GS-14. 

(d) In fiscal year 1957 they received $13,990 for travel. 
December 1957, they received $4,878. 

(e) They do not do any inspecting of railway equipment. 
2. Assistant regional managers 


(a) There are 13 assistant regional managers employed. 

(b) They are responsible for the administration, direction, and coordination 
of all railroad safety and service activities in an assigned region, and also serve 
as assistant regional manager for the region, primarily in technical and admin- 
istrative matters concerned with railroad safety and service. 

(c) Salaries: In grade GS-13: 1 at $10,065, 1 at $9,850, 1 at $9,205, and 1 at 
$8,990. In grade GS-12:7* 2 at $8,000, 3 at $7,785, and 4 at $7,570. Total salaries: 
$107,745. 

(d) The men occupying these positions received $32,955 for travel in fiscal 
year 1957. In the period July-December 1957, they received $14,730 for travel. 
(The position of assistant regional manager was not established until August 
11, 1957.) 

(e) As assistant regional manager they do not ordinarily inspect equipment, 
but are responsible for all railroad safety and service activities in their regions, 
including training of personnel in their special technical field, leadership on 
special assignments such as complaints, accident investigations, etc. They were 
relieved of their actual inspection work as replacements became available in the 
respective inspection districts. In addition to their duties as assistant regional 
managers, they also function as a zone supervisor in their respective technical 
work specialty. 


In the period July— 


1 Will be promoted to GS-13 upon meeting Civil Service Commission requirements. 
25300—58—pt. 1 11 
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8. Zone supervisors 

(a) There are 17 zone supervisors. In addition, the 13 assistant regiona} 
managers are responsible for zone supervision in their specialties in their regions. 

(ob) Ina particular geographical area, their duties are to coordinate the tech- 
nical field work of a group of inspectors or agents in a specific specialty (i. e., 
locomotive inspection, or safety appliances, or hours of service, or signals, or car 
service, or explosives). They are responsible for training and coordination of 
the work of the specified specialty and provide leadership in special investigations 
or other group assignments. 

In addition to their supervisory activities, the zone supervisors work as an 
agent or inspector in an assigned district. Progressively, as training is com- 
pleted, the zone supervisor will spend more and more of his time in actual 
inspections. 

(c) Salaries: All at grade GS-12: 2 at $8,860, 2 at $8,645, 1 at $8,430, 7 at 
$8,000, 3 at $7,785, 2 at $7,570. Total salaries: $137,935. 

(d) In the fiscal year 1957 they received $46,226’ for travel. In the period 
July-December 1957, they received $21,676? for travel. (The position of zone 
supervisor was not established until May 8, 1957.) 

(e) The zone supervisor works as an inspector or agent and does the actual 
inspection and checking in his district according to his specialty. Workload 
figures for each are shown below : 

























Comparative workload figures 


Zone supervisors 





| July-Decem- 
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Fiscal year | July-Decem-| work multi- 
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Car service; agency, yard and industry checks. ...-....-..---- 71 | 31 62 
332 | 48 o6 
227 | 113 226 
350 124 248 
184 | 70 140 
133 | 55 | 
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TE SRO ann occ tink inca getnetianwitmene 267 | 104 208 
270 107 214 

202 | 143 1 86 

283 | 74 | 148 

270 | 112 | 224 

Signals and train control; signal inspections.......-...---..-.. 168 | 35 70 
| 264 | 77 154 

Number of items of signal equipment inspected___......----~- 3, 168 | 917 | 1, 834 
8, 229 | 2, 587 5, 17 

Safety appliance inspections ; z 24,125 | 7, 247 | 14, 494 
| 9,177 | 3, 113 6, 226 

| 23, 884 8, 1°6 16, 312 

| 19, 683 | 9, 778 19, 556 













1 On sick leave 3 months. 





There are zone supervisors as follows: 
Locomotive inspection (4 assistant regional managers also serve as zone 
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2 These travel fund figures are also included in travel figures under type of inspector or 
agent. 
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4. Field supervisors 


(a) There are 2 field supervisors employed, 1 for the Section of Railroad 
Safety and 1 for the Section of Car Service. 

(b) In coordination with central office section and branch chiefs, they assist 
in implementing central office programs by maintaining liaison between the 
Washington office and the field zone supervisors and assistant regional managers 
to assure that the plans are clearly understood and uniformly applied. 

(c) Salaries: At grade GS-13: Two at $8,990. Total salaries: $17,980. 

(d) In fiscal year 1957 they received $4,335 for travel. In the period July- 
December 1957, they received $1,304 for travel. 

(e) They do not generally do any actual equipment inspection or other check- 
ing. They are primarily engaged in training and liaison functions to assure 
uniformity of understanding and execution of the laws and the Commission’s 
orders. They do in some instances provide leadership in special assignments of 
major importance. 


5. Locomotive inspectors 


(a) In fiscal year 1957, 58 locomotive inspectors were authorized, and the 
average employment was 57. In the period July-December 1957, 58 positions 
were authorized, and the average employment was 53.9. Replacements for 
vacant positions are now being secured because a civil-service register has 
recently been established. 

(bv) In addition to their duties of physically inspecting locomotives, the law 
provides that they shall see that the carrier makes inspections in accordance 
with the law and rules; they also investigate accidents resulting from failure 
of any locomotive or its appurtenances resulting in serious injury or death. 
When complaints of alleged violations of the law and rules are received from 
Members of Congress, railway labor organizations, or other parties, investi- 
gations are made by them to determine if the allegations are true and they 
take corrective action if it is required. Five of the locomotive inspectors, as 
zone supervisors, have the additional duty of supervising the technical work 
performed by the locomotive inspectors under their supervision in a designated 
zone. 

(c) In fiscal year 1957, they received $157,485 for travel. In the period July— 
December 1957, they received $75,580 for travel. 

6. Safety appliance inspectors (safety and service agent) 

(a) There were 54 safety appliance inspector positions authorized for fiscal 
year 1957. The average employment was 52.9. In the period July-December 
1957, there were 54 such positions authorized, and an average employment of 
47.7. Replacements have been employed for existing vacancies as rapidly as 
possible, on a temporary basis, pending establishment of a civil-service register 
for safety and service agents. 

(b) Their primary duties consist of phy sically and visually inspecting cars 
and locomotives to determine that the installation and maintenance of safety 
appliances are in proper compliance with the law and orders, and that the 
required power-brake equipment is effective and that brake-equipped cars are 
properly associated. Where compliance with the acts is not being obtained, 
evidence is secured as to the movement of cars, locomotives, and trains with 
defective equipment, and a violation report with recommendation for prosecu- 
tion made to the Commission. They also conduct investigation of serious rail- 
road accidents. Investigations are made of complaints alleging noncompliance 
with the safety-appliance laws and orders and corrective action initiated. 

(c) In addition to the duties listed in (0) above, these employees, in their 
capacity as safety and service agents, are receiving or will receive training in 
ear service, hours of service, personal injury, and explosives work for which 
their background fit them, to assist in these activities. Four of the safety 
appliance inspectors, as zone supervisors, also have the additional duty of 
supervising the technical work performed by safety appliance inspectors in a 
designated zone. 

(d) In fiscal year 1957, they received $165,878 for travel. In the period July— 
December 1957, they ceceived $68,740 for travel. 


7. Hours of service inspectors (safety and service agent) 
(a) There were 12 hours of service inspectors authorized in fiscal year 1957 
and 12 employed. In the period July-December 1957, there were 12 positions 


authorized and an average employment of 11.5. The full authorized number 
are presently employed. 
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(b) Their primary duties are to examine the carriers’ records to determine 
if unreported cases of excess service exist and the validity of the carriers’ 
causes for excess service. When necessary, interviews are required with the 
persons involved in alleged violation. They also conduct investigations of 
serious railroad accidents, and examine accident and personal injury files of 
the railroads to assure that all reportable accidents and injuries resulting from 
accidents have been properly reported to the Commission. Where a violation 
of the laws and orders exist, the necessary documentary evidence must be 
secured so that prosecution may be undertaken. 

(c) In addition to their duties shown in (0b) above, they, in their capacity 
of safety and service agents, are receiving or will receive training in car service, 
safety appliance, and explosives work so they may be used to assist in carrying 
out the Commission’s responsibilities in these areas. 

(d@) In the fiseal year 1957, they received $33,897 for travel. In the period 
July—December 1957, they received $14,167 for travel. 


8. Signal inspectors 


(a) There were 23 inspectors of railway signals and train control authorized 
in fiscal year 1957, and an average employment of 21.5. In the period July— 
December 1957, there were 23 inspectors authorized and an average employment 
of 20.9. Replacements have been employed as rapidly as they could be re- 
cruited, on a temporary basis, pending establishment of a civil service register. 

(bo) Their primary duties Consist of tests, inspections and reports of condi- 
tions found on signal systems and train control systems of various types in 
terminals and along the line of road, and the inspection and test of train con- 
trol and signal systems on locomotives of railroad carriers. They also investi- 
gate and make reports of applications made by carriers for approval of dis- 
continuance or modifications of signal or train Control systems and for relief 
from requirements of certain sections of the rules, standards and instructions 
and recommended approval or disapproval of the application. Where neces- 
sary, evidence as to violation of the act and the Commission’s rules is obtained 
to be used as a basis of prosecution. Their work as an inspector is performed 
in 1 of the 23 inspection districts into which the country has been divided. 

(c) They do not have other duties assigned to them except that 2 of the 
23 signal and train control inspectors also serve as zone supervisors, and have 
the additional duty of supervising the technical work performed by signal in- 
spectors in their designated zones. 

(d) During the fiscal year 1957, they received $60,489 for travel. In the 
period July-December 1957, they received $32,605 for travel. 


9. Explosives agents (safety and service agent) 


(a) There were 4 explosives agent positions authorized and an average 2.8 
employed during the fiscal year 1957. During the period July-December 1957, 
there were 4 authorized and 3 employed. 

(b) These employees are primarly technical specialists who participate in 
the administration of the Commission’s regulations for the transportation of 
explosives and other dangerous articles. They are assigned to important areas 
where transportation of explosives and other dangerous articles require an 
especially skilled employee. They make investigations in the industries where 
such articles are manufactured as well as container plants to assure compliance 
with regulations. They ascertain that there is compliance by the industries 
and the carriers with billing instructions and special markings and other regula- 
tions. Where necessary, evidence is secured and prosecutions recommended. 

(c) In addition to their duties shown in (b) above, they, in their capacity 
as Safety and service agents, are receiving or will receive training in car service, 
safety appliance, hours of service, and personal-injury work for which their 
backgrounds fit them so that they may be used to assist in these other matters. 

(d) In the fiscal year 1957, they received $2,407 for travel. In the period 
July—December 1957, they received $1,369 for travel. 


10. Car-service agents (safety and service agent) 


(a) There were 70 car-service agents authorized for fiscal year 1957. Thirty 
positions had been authorized the previous year. There were 29 employed at 
the beginning of fiscal year 1957, and 68 at the end of the year, with an average 
employment of 60.1. For the period July-December 1957, 70 positions were 
authorized and the average employment was 66.6. Replacements to maintain 
this force at authorized strength are made as rapidly as qualified persons can 
be recruited. 
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(bo) Their primary duties consist of arranging for the expeditious and efficient 
handling of car equipment and the uninterrupted movement of traffic within 
their geographical area. They act as an intermediary in informally adjusting 
differences between carriers and shippers. They police car-service orders and 
other Commission orders, recommend embargo actions in their area, and keep 
the Commission fully advised of all car-service matters and other railway- 
operating conditions. They make special investigations as a result of com- 
plaints or discrepancies uncovered in the course of the work in respect to 
ear-service matters. They also police the Commission’s regulations for the 
transportation of explosives and other dangerous articles. 

(c) In addition to their duties shown in (b) above, they, in their capacity 
as safety and service agents, are receiving or will receive training in safety 
appliance, hours of service, personal injury, and accident investigation work 
so that they may be qualified to do those types of work for which their experience 
fits them. During the last fiscal year they did not perform any work other 
than that indicated above pertaining to car service and explosives. Very re- 
eently certain car-service personnel have been assigned some responsibility 
for hours of service and personal injury inspections in, or near, their head- 
quarters cities, which it is believed will permit better coverage of this work 
and better utilization of the travel funds available. 


(d) During fiscal year 1957, they received $91,089 for travel. In the period 
July—December 1957, they received $43,582 for travel. 


INCREASE IN TOTAL PERSONNEL 


Senator Sarronstatn. Are you through, sir? 

Senator Magnuson. Yes. Go ahead. 

Senator Sarronstauu. I would like to ask Mr. Freas this question. 
Last year you had by the budget 2,301 employees. This year you 
are asking for 2,364 or an addition of 63 new employees. 

If the House budget carried through without any additional money 
but because of the increased salaries and so on, how many people 
could you employ this year on the money the House gave you? 

Mr. Scumip. We could not employ any. As a matter of fact, we 
would have to lose some. 

Senator SauronstaLu. That is what I mean. 

Mr. Scumip. We need $235,000 to project our current program to 
next year without adding a single employee. 

Senator Exttenper. The Chairman has not mentioned that. I was 
listening to find out how much money is needed. 

Mr. Scumip. If we were to project our present program in the 
next year without adding 1 person we would aan an additional 
$235,000. 

Senator ELLenper. For additional salaries? 

Mr. Scum. For that and increased costs of supplies, and so forth. 

Senator SauronsTaLL, So that you would need $235,000 to carry 
on with the same number of people that you have this year? 

Mr. Scumip. That is correct. 

Mr. Freas. That would not cover the new responsibility. 

Senator Satronstauu. I understand. 

Mr. Scumip. That is correct. 

Senator ELtenper. Would you have to do this added work with 
the same force you now have? 

Mr. Scum. We would have to do it at the expense of something 
else. 

Senator Errenper. I see. The 40 automobiles that you want would 
also come out of the $750,000? 

Mr.Scumm. Thatisright. That is out of the $750,000. 
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Also I would like to specifically point out that our secretary has been 
trying for 3 years to do some work on our Code Annotated. I think 
we have about 12 volumes completely out of print and cannot use 
them at all. That is going to cost about $55,000 a year for each of 
3 years to bring that up to date. We could not do that job. 

Senator SatronstatL. Thank you, Mr. Chairman. 

That is all. 


WOLF CO. REPORT 


Senator Macnuson. I have one further question on this same sub- 
ject. I have here the report of February 1953 on the Committee of 
Interstate and Foreign Commerce made by the Wolf Co. on the 
organization and operations of the Interstate Commerce Commission. 

We created these various departments to reorganize the ICC. As 
of January 1, 1957, the Office of Managing Director had at that 
time 159 people. Is that correct ? 

Mr. Scumip. When was that ? 

Senator Magnuson. January 1, 1958. 

Mr. Scumip. That is correct, except that five of those are part- 
time employees. The actual figure should be 154. 

Senator Macnuson. We will give and take 2 or 3 there. 

Mr. Scumip. All right. 

Senator Magnuson. Whereas the Bureau of Finance had only 73, 
the Bureau of Inquiry and Compliance had only 27, the Bureau of 
sae Carriers only 93 and the Bureau of Safety and Security only 
( 


This raises the question whether your office is absorbing much of 
that manpower down there. How long does it take you to reorganize 
the Commission? You are gradually getting more and more men 
under your department. 

Mr. Scum. No, sir. Mr. Chairman, but I am glad you raised 
that question. 

Senator Magnuson. How many did you start out with? 


COMMITTEE ON GOVERNMENT OPERATIONS REPORT 


Mr. Scumnip. I think you are quoting from the report of the Com- 
mittee on Government Operations. 

Senator Magnuson. That is right. 

Mr. Scumip. The way they set up their figures is a little bit mis- 
leading. I would like to give you the figures. 

Senator Maenuson. If they are incorrect 

Mr. Scumip. They are subject to interpretation. Let me spell this 
out. I am glad you asked this question. 

At the end of March 1956, just a few months before I became the 
managing director, we had 149 people. Now that 149 people breaks 
down as follows: There were 11 in the immediate office of the man- 
aging director’s office, 27 in the office of the budget and fiscal, 18 
in the personnel office, 43 in the stenographic section, the pool, 50 in 
the administrative services section, for a total of 149 people. 

Two years later, that is March 31, 1958, we had 153 people. 
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I would like to break it down again: 12 in the Director’s office, my 
immediate office. I might add that that is an increase of 1 clerk- 
stenographer over 2 years ago and identical to the number recom- 
mended by the Wolf report. There were 27 people in Budget and 
Fiscal Office and nothwithstanding the fact that the personnel is 
exactly the same as 2 years ago, they are handling an increase of 35 
percent in work. 

Senator Macnuson. If that work is in the Budget and Fiscal Office, 
why do you not enlarge the Budget and Fiscal Office and not tie them 
on to your office ? 

Mr. Scumip. Let me spell it out again. 

Senator Macnuson. If they are down there working and all that 
work is in the Budget Office, they ought to be working for Budget 
and shown there. 

Mr. Scumip. They are but they are under my immediate direction. 

Senator Macnuson. How many are you going to gather in under 
your direction before you are through ? 

Mr. Scumip. That is the way it was set up. 

A central administrative office always has the personnel office, the 
budget office, administrative services, and various staff operations. 

Mr. Freas. All the functions of housekeeping were thrown under 
the Managing Director’s Office. 

Senator Magnuson. I understand that, but as he is getting bigger 
all the time, and the number of office maids that do the dusting is 
getting smaller. 

Mr. Scumip. That is not correct. 

Senator Magnuson. The housekeeper is getting a big group around 
him. 

Mr. Scumip. I would like to finish this statement because I think it 
is important. 

The personnel office has 20 people, 2 more than we had 2 years ago; 
the stenographic section is the same, 43; administrative services 51, 1 
more than 2 years ago. 

We have a total of 153 and I want to point out that with 4 more 
people in the Managing Director’s Office than 2 years ago we are 
handling a budget 30 percent higher. 

Senator Magnuson. Stop right there. 

The survey recommended a total of 55 new positions for your shop. 
Is that correct ? 

Mr. Scumip. Fifty-five new positions ? 

Senator Magnuson. To set up the Office of Managing Director. It 
is right here. Do you want it read for you? 

Mr. Scumip. I do not have that handy. 

Senator Macnuson. That is a total of 55 new positions requiring 
a budgetary appropriation of approximately $350,000 and that is 
the report of the survey. 


COMMITTEE RECOM MENDATIONS 


Mr. Scum. But, Mr. Chairman, here is what they say: 


We recommend the following new and additional positions: One Man- 
aging Director, 30 additional examiners, 15 stenographer-clerks, 1 manager of 
the Office of Administration, a total of 55 at a cost of $350,000. 
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They are talking about the entire Commission, not my office. 

Senator Maenuson. That is for your office, the Managing Director. 

Mr. Scum. No; it is not, Mr, Chairman. It is for the entire 
Commission. 

Senator Magnuson. For the Managing Director, the survey re- 
port recommended— 

a total of 55 new positions requiring a budget appropriation of $350,000 plus 
travel funds for the new personnel. 
Fifty-five people. 

Mr. Scum. That is not for the Managing Director. It does not 
say for the Managing Director there. 

Senator Magnuson. Then I cannot read English. 

We recommend the following new and additional positions, one Managing 
Director— 

Mr. Scum. Wait a moment. There are 30 additional examiners. 
Those are in our Proceedings Bureau. 

Senator Maanuson. In the beginning they recommended 55 new 
positions. I think you misunderstood what I read. 

Mr. Scumm. For the entire Commission, that is correct. 

Senator Magnuson. You have 154 in yours alone. 

Mr. Scumip. Most of those 154 positions in my office were in exist- 
ence prior to the Wolf report. Twelve of the 154 jobs that we are 
talking about are new. All the rest are jobs that we have had right 
along. We have always had a budget shop, a personnel shop, and an 
administrative services section. 

Senator Magnuson. But they were taken under the wing of the 
Managing Director rather than kept down in the personnel of the 
Commission itself. 

Mr. Scumip. The Managing Director has reporting directly to him 
all the staff operations, which includes the personnel office. That is 
part of the Wolf management recommendation. 


GROWTH OF COMMISSION 


Senator Macnuson. You are constantly growing. 

Mr. Scumip. No, sir. We have grown by only four people with 
a 35 percent increase in work. 

Senator Magnuson. Since 1955. 

Mr. Scumip. In 2 years. 

Senator Magnuson. How many did you start with in 1955? 

Mr. Scumip. One hundred and forty-nine 2 years ago. 

Senator Maenuson. I am not talking about 2 years ago. 

Mr. Scumip. In 1955, about 130. 

All right, when we started out we had 144, today we have 154— 
10 more people. 

Senator Magnuson. One hundred and fifty-four in 1953 ? 

Mr. Scumip. We had 144 when we started out, 144 at the time this 
office was started. Today we have 154, 10 more. 


STATEMENT ON PERSONNEL 


Senator Macnuson. Put all of those figures concerning your per- 
sonnel in the record. I am reading from the original report and the 
only figures we have here are on last year’s budget. 
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Mr. Scum. May I also put a statement of clarification in the 
record ? 


(The material referred to follows :) 


STATEMENT OF CLARIFICATION 


Reference is made to the findings and recommendations of the Wolf Manage- 
ment Engineering Co.’s report, published by the Senate Committee on Interstate 
and Foreign Commerce in 1953. 

In releasing this report, the then chairman of the Senate committee, Senator 
Charles W. Tobey, stated as follows: 

“Aware of the handicaps which have been bogging down the Commission’s 
work, my colleague Senator Ed. Johnson, of Colorado, last year urged that a 
management study of the Commission be made by our committee. As a close 
and careful student of the ICC, Senator Johnson had been convinced that the 
agency needed more funds, more personnel, and better administrative methods— 
under the direction of an administrative manager. I believe the present study 
fully bears out his contentions. It is a monument to his tireless work as chairman 
of this committee. [Emphasis supplied.] 

“As chairman of the Interstate and Foreign Commerce Committee, I commend 
the Wolf report to the Interstate Commerce Commission as a thorough analysis 
of its administrative problems. Adoption of its recommendations should do much 
to promote more efficient and more effective performance of its many and varied 
duties. I can assure the Commission that in its implementation of the proposed 
administrative changes it will receive the sympathetic cooperation of this com- 
mittee.” 

The “administrative manager” to which Senator Tobey referred relates to the 
first recommendation of the Wolf Co.’s report. This recommendation in full 
is as follows: 

“Our first recommendation, therefore, is that the performance of all admin- 
istrative functions of the Interstate Commerce Commission should be delegated 
by the Commission to a managing director who shall be selected and appointed 
by and be responsible to the Commission, and who shall have full authority 
over all civil-service rated personnel of the Commission.” 

The other 10 recommendations relate to organizing the Commission’s opera- 
tions both in Washington and the field under the Managing Director; providing 
increased delegations of authority; providing for an office under the Managing 
Director for developing management procedures and controls; establishing an 
operations staff council and review committees; realining budgetary account 
classifications; providing increased recognition to personnel management; em- 
ployment of staff transportation consultants; and providing an increase of 30 
examiners and 15 steno-clerks for proceedings work. 

It is clear that the Wolf report contemplated that the Managing Director, 
charged with the internal management of the Commission’s staff organization, 
was to be a permanent addition to the Commission staff—not merely a temporary 
expedient to organize and install the improvements outlined in the report. In 
fact, this continuing concept is the keystone upon which all of the other recom- 
mendations are based. For example: 

1. On page 14 the report states: “* * * instead of assigning administrative 
responsibility and authority to the Chairman of the Commission, we recommend 
that such administrative function be delegated to a Managing Director respon- 
sible to the Commission. It is our opinion that the Chairman has prior duties and 
responsibilities as presiding officer of the Commission and as a member of the 
Commission who participates in its deliberations.” 

2. On page 17: “To correct the basic weakness of a multiple-executive type of 
organization and to achieve the most efficient administration, the Commission 
must supplant its age-old traditional of multiple-type management for the more 
practical managing director type operation, under which responsibility and 
authority are*delegated to one man for the administration of the Commission.” 

3. On page 18: “We propose that the administrative head of the Commission 
should be a Managing Director. He would report to the Commissioners in much 
the same way as the chief executive in private industry reports to a board of 
directors.” 

To implement their report, the first ster recommended by the Wolf Co. was 
the appointment of a Managing Director, who would then perform the neces- 
sary work to carry out the other recommendations of the report, including reor- 
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ganization. The Managing Director’s Office was established in 1953, and reorgan- 
ization work along the lines recommended has now been largely completed. 

Under the organization recommended by the Wolf Co. (see p. 18) it was 
proposed that the Commission’s existing sections for budget and fiscal, personnel, 
publications and supplies, stenography, etc., would be placed under the immediate 
supervision of the Managing Director. This recommendation has also been put 
into effect by the Commission, substantially as recommended. Thus, these admin- 
istrative service type operations are now centralized, in order to most efficiently 
fulfill their responsibilities to the Commission. 

To assist the Managing Director in developing improved administration within 
the Commission, the Wolf Co.’s fifth recommendation was that a section of man- 
agement procedures and controls be established with eight new positions (such 
positions being in addition to the Managing Director, his assistant and their 
secretaries). This staff has been established and is continuing to perform the 
functions outlined for it in the report. As of this date, this staff performs the 
following major management assignments : 

1. Developing and maintaining a central record of proceedings cases, as 
handled in several bureaus, so that the Commission can appraise the status 
and condition of its formal proceedings docket on a continuing overall basis; 

2. Following up on lagging and overage formal proceedings cases, as di- 
rected by the Commission, and making studies to find the means of reducing 
processing times and the number of cases pending ; 

3. Developing systems and programs for converting hand operations to 
machine processes, particularly with respect to operations that can be han- 
dled by the Commission’s recently installed electronic data processing equip- 
ment ; 

4. Conducting a records disposition program to reduce record holdings in 
the Commission through destruction of certain records and retirement of 
others to GSA records centers, which program alone in the past 2 years 
has reflected a savings of over $217,557 in value of space and equipment; 

5. Developing instructional materials concerning the handling of internal 
administrative matters; and 

6. Developing additional proposals for organizational realinement, in- 
cluding bureau internal organizations, as the needs therefor occur. 

At the end of March 1956, or a few months before the incumbent Managing 
Director joined the Interstate Commerce Commission, the Managing Director’s 
Office totaled 149 people. Eleven of these were in the immediate office of the 
Managing Director, 27 in the Budget and Fiscal Office, 18 in the Personnel 
Office, 43 in the Stenographic Section, and 50 in the Administrative Services 
Section. On March 31, 1958, the total complement of the Managing Director’s 
Office was 153, an increase of 4 over the March 31, 1956, level. The break- 
down as of now, is as follows: In the Managing Director’s Office, 12, an in- 
crease of 1 clerk-stenographer over 2 years ago which brings us up to the 
number contemplated by the Wolf Management Engineering Co.; the Budget and 
Fiscal Office, 27, the same number as 2 years ago: the Personnel Office, 20, 
an increase of 2 over 2 years ago; the Stenographic Section, 43, the same 
number; and the Administrative Service Section, 51, an increase of 1. 

On March 31, 1956, the Managing Director’s personnel was 7.7 percent of the 
total personnel of the Commission. Two years later, March 31, 1958, this 
percentage had been reduced to 6.8 percent. During the period from March 31, 
1956, to March 31, 1958, employment of the Interstate Commerce Commission 
increased by 18.6 percent; the Managing Director’s Office, however, increased 
only 2.7 percent. 

Without any increase in personnel the Budget and Fiscal Office in 1958 
handles a budget of $16,750,000 compared to $12,875,000 for fiscal year 1956, an 
increase of 30 percent. With the higher budget, workload of the office increased 
substantially. For example, in 1956 this Office handled 13,000 vouchers com- 
pared with a total of 16,000 in 1958, an increase of 18 percent; payroll actions 
increased by 33 percent; and other activities of the Budget ang Fisca! Office 
increased proportionately. 

During the past 2 years, there has been an increase of 2 employees in the 
Personnel Office. During this period, total Commission employment has in- 
creased by 332. Personnel actions of all kinds over this period of time have 
increased more than 35 percent. Also, during this period, the Personnel Office 
undertook programs such as supervisory training, uniform promotion programs 
and other work of basic significance to personnel management, some of which 
had received no attention for a long period of time. 
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The increase in overall staff which the Commission has experienced since 
March 1956, is equally significant in our Section of Administrative Services. 
In 1956 this Section handled a total of 3,800 requisitions, compared to a total 
of 6,000 in 1958, or an increase of 56 percent. Purchase orders for materials 
and services in 1958 will exceed by 69 percent the number issued in 1956.. The 
reproduction plant, located in this Section, in addition to handling 40 percent 
more items to be reproduced by the Government Printing Office, increased in 
excess of 15 percent the duplication work performed within the Commission. 


Personnel on duty, Office of the Managing Director 


| Mar. 31, 1956 | Mar. 31, 1957 | Mar. 31, 1958 




















Director’s office (includes manners SE ee | ll ll 12 
SCI ae es 27 27 77 
NE CONE i ds is gs cach a Mad anek ebb cteee kad 18 18 20 
See CONNER, 5.05 eneanadidcue<dnuawetdibinitheadliened 43 49 43 
Administrative services section. ...............-.....-.......- 50 53 51 
Total, Managing Director’s Office...................... 149 158 153 
Es CIR a, 585 ted hes eta acd senceieaean 1, 929 2, 150 2, 261 
Percent Managing Director’s Office, personnel to total per- 
I rcikeciiiedacdittnthtaciincataadinicintientasuabodestindoua 7.7 7.3 6.8 
Pe recent increase, total persounel, Iolo, Si, Te tek OO Oe en i in ee 17.2 
Percent increase, Managing Director’s personnel, Mar. 31, 1956 to Mar. 31, 1958...............-...-- 2.7 


REORGANIZATION OF COMMISSION 


Senator Maenuson. This poses a question to me. How long is it 
going to take you to reorganize the Commission ? 

Mr. Scum. We are “substantially completed. We put 7 major 
reorganizations through, which reduced bureau operations from 15 
to 10, and carried out in principle the Wolf Co. recommendations. 
We have substantially completed our reorganization. 

Senator Magnuson. When will you be through ? 

Mr. Scumip. We are substantially through - now except for minor 
changes that always arise. 

Senator Magnuson. Are you going to let some of these people 
down in the Commission—and I do not mean all at once—but are 
you going to gradually release them ? 

Mr. Scuarm. You mean of the 12 in my immediate office? 

Senator Magnuson. No, I mean out of the 157 that are under your 
jurisdiction. 

Mr. Scumm. No, sir; because those are budget people, personnel 
people, telephone operators, mimeograph operators, and typists. 

Mr. Freas. I think there is some misunderstanding. Prior to the 
time we had the Managing Director’s Office, the housework was done 
through Division 1, and we had these various offices, like the Budget, 
Personnel, and Procurement, and things of that kind. When we took 
on the Managing Director’s Office, pursuant to the recommendation 
of the Bo: ard, all of the housekeeping functions were thrown together 
in the Managing Director’s Office, but those are activities that went 
on before and will continue, regardless of the type of organization. 

Senator Macnuson. The people will be there. But I do not know 
why they will all have to continue under the Office of the Managing 
Director when the reorganization is practically complete? They 
ought to be back down under the Budget, or under the people they 
are working for. 
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Mr. Freas. It simply means they report to the Commission through 
the Managing Director’s Office, whereas before, a Division of the 
Commission was set up for that purpose, and that was part of the 
Commission’s Report. 

Senator Macnuson. There is X number of people working down 
in the Budget and they are working there steadily and continue to 
work there until they get a report to the Commission or to the Budget 
Director. This was set up only to reorganize the Commission, and 
he says it is practically completed. 

Mr. Freas. It was set up to reorganize, but also to take care of 
housekeeping functions so the Commissioners could devote that time 
to their quasi-legislative and quasi-judicial matters. 

Senator Macnuson. Maybe the managing director ought to reor- 
ganize his own shop. 

Unless there is anything further that the Commissioners want to 
add, we thank you. 


Nationat Apvisory CoMMITTEE FOR AERONAUTICS 


STATEMENTS OF DR. HUGH L. DRYDEN, DIRECTOR; DR. JOHN F. 
VICTORY, EXECUTIVE SECRETARY; AND RALPH E. ULMER, 
BUDGET OFFICER 


REQUEST FOR RESTORATION OF HOUSE CUT 


Senator Magnuson. For the purpose of the record, your appro- 
priation for 1958 was $115,920,000. Your budget estimate for 1959 
is $106,700,000, and the House bill recommended $101,100,000, which 


is a minus of $14,820,000 under the 1958 appropriation and a minus of 
$5,600,000 under the 1959 budget estimate and you are asking for the 
restoration, I understand of the $5,600,000. 

Mr. Dryven. That is correct. 


LETTER TO COMMITTEE 


Senator Macnuson. Now you can address yourself to that and we 
will put your letter in the record in full, as well as summaries from 
your justifications. 

(The information referred to follows :) 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS, 
Washington D. C., April 2, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Approprta- 
priation bill for 1959, United States Senate, Washington, D. C. 

Dear SENATOR MaGnuson: In response to your letter of March 21, I respect- 
fully submit on behalf of the National Advisory Committee for Aeronautics the 
attached statement of changes required in the public interest in the NACA 
appropriations items presently carried in the pending independent offices ap- 
propriation bill for the fiscal year 1959. 

I would appreciate the opportunity of a hearing before your committee to 
present the facts that support these recommendations. 

Very truly yours, 
Hueu L. Dryven, Director. 
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CHANGES RECOMMENDED IN NACA ITEMS IN THE INDEPENDENT OFFICES APPRO- 
PRIATION BILL, 1959, As REPORTED TO THE HousE, MArcH 21, 1958 


SALARIES AND EXPENSES 
Recommended change 


Page 20, line 6, strike out “(not to exceed $500,000)”. 
Summary 


It is proposed to delete the limitation on the funds available for the NACA’s 
eontract research program with educational and scientific institutions. The 
contract program has been of considerable value in advancing the NACA’s re- 
search activities for the past 30 years, and is particularly important during the 
eurrent development of aeronautics into astronautics. Scientific fields previously 
considered as secondary importance are rapidly becoming of primary concern in 
solving critical problems that impede progress. Much of the outstanding work 
in these fields is being carried on at education and scientific institutions where 
specialized staff and facilities are available. A vigorous and flexible contract 
research program is a most effective and economical way of utilizing the 
specialized services of these institutions. The removal of the limitation will 
provide the required flexibility in the use of funds for contract research. 


Recommended change 
Page 20, line 7, strike “$402,500” and insert in lieu thereof “$432,000”. 
Summary 


The House has denied, without comment, the NACA’s request for a modest 
increase in travel funds for the fiscal year 1959. The increased travel require- 
ments result primarily from the need for (1) additional committee and sub- 
committee meetings, and (2) additional research coordination between NACA 
laboratories and stations, with the aircraft and engine industries, and with other 
Government agencies. 

Approximately 35 percent of the NACA’s travel budget ($150,000, is required 
for meetings of 30 technical committees and subcommittees, whose membership 
includes approximately 445 individuals. The services of these experts are made 
available to the Government without any direct form of compensation; the 
Government merely pays their travel expenses. The committees act as coordi- 
nating agencies, providing effectively for the interchange of information and 
ideas and for the prevention of duplication in the aeronautical research programs 
of the Government. The additional meetings scheduled for the fiscal year 1959 
will require approximately $9,000 over the amount provided for these purposes 
in 1958. 

The balance of the NACA’s travel budget ($282,000) is considered a minimum 
requirement in view of the increasing demands on the agency for coordinating 
and expediting research and for assistance in rapid application of research 
data in connection with the development of advanced prototypes of aircraft, 
missiles, and space vehicles. The modest increase of $21,000 requested for these 
purposes in 1959 was denied by the House without comment. 

Recently authorized increases in carrier transportation rates have severely 
restricted the programing of travel funds for the current fiscal year. This factor, 
not foreseen at the time the budget estimates were prepared, makes the need 
for an increase in the 1959 travel limitation all the more urgent. 


Recommended change 


Page 20, lines 8 and 9, strike out “purchase of fourteen passenger vehicles for 
replacement only” and insert in lieu thereof “purchase of seventeen passenger- 
earrying vehicles of which fourteen shall be for replacement”. 


Summary 
The House has denied, without comment, authorization for the procurement 
of three new passenger-carrying vehicles. The additional vehicles are required 


to provide transportation between the site of the NACA’s research reactor at 
Sandusky, Ohio, and the parent Lewis Laboratory at Cleveland, Ohio. 


Recommended change 
Page 20, line 14, strike out “$78,100,000” and insert in lieu therof “$80,480,000”. 
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Summary 
President’s budget 
Reductions by House: Lump-sum reduction 


Appropriation recommended by House 
Restoration request by NACA 


Appropriation recommended by NACA 


The President’s budget provided funds for 9,000 positions for the fiscal year 
1959, an increase of 1,065 over the currently authorized complement for the fiscal 
year 1958. The new positions are required (1) to staff new facilities coming into 
full operation during the fiscal year 1959 (290 positions), and (2) to permit an 
acceleration of effort, particularly in hypersonic speed areas where new data are 
urgently needed for missile and space-vehicle development (775 positions). 

The House action allows an increase of only 500 positions. While the House 
action will permit the staffing of new facilities, it will reduce the number of 
new positions available for an acceleration of research effort from 775 to 210, 
a cut of approximately 73 percent. The additional positions are urgently required 
to provide for more effective utilization of the NACA’s unique facilities, to 
capitalize on many promising scientific breakthroughs, and to reduce the lag 
between the acquisition of fundamental data and its application in the design of 
new aircraft, missiles, and space vehicles. Full restoration of the House cut is 
requested. 

CONSTRUCTION AND EQUIPMENT 
Recommended change 


Page 20, line 17, strike out “$23,000,000” and insert in lieu thereof “$26,220,000”. 


Summary 
President’s budget $26, 220, 000 
Reductions by House: Lump-sum reduction 3, 220, 000 


Appropriation recommended by House__------------------- 23, 000, 000 
BRéentovration:vequired: by NACA so... ss nee ek i geese nants 3, 220, 000 


Appropriation recommended by NACA_-----~------------~- 26, 220, 000 


The NACA requests restoration of the $3,220,000 reduction made by the House in 
the NACA’s 1959 construction program. 

The House report contains the following statement: 

“For the construction and equipment appropriation the committee considered 
budget estimates amounting to $26,220,000 for 12 construction projects, and has 
approved $23 million for such purposes. The committee notes the NACA con- 
struction record in the past and is confident it can complete the projects proposed 
within the total sum provided.” 

The House report implies that because the NACA has in the past successfully 
completed construction programs within appropriated funds, the 12 projects in 
the 1959 program can be built for about 12 percent less than the estimates. It is 
true that past construction programs have been completed within appropriations 
that were below the budget estimates, but in each case this was accomplished by 
the deletion of one or more projects, or by a substantial decrease in the technical 
capabilities of one or more facilities. The House action on the 1959. program 
would require use of either or both of these alternatives at a time when all of 
the proposed facilities and their full technical capabilities are urgently required 
for advanced research on very high-speed aircraft, missiles, and space vehicles. 
Full restoration of the House cut is requested. 
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Fiscat YEAR 1959 Estimates 
Salaries and expenses 


SUMMARY BY OBJECTS 
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Pilotless aircraft station 


| Western coordination office 
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Page Fiscal year 
No. | 1959 esti- 
mates 
28 Ath seein fee 3 easels . ot 
12 PONE CIUNG a 5 onc cdoncnsseccaegsdendouviggbencesedoasarn ogee es $54, 032, 000 
BBs) ROO WUE 5 5 hi th - seeing gd Seeb Tanenn Shade Sey dk ~ Tibi ob die 432, 000 
Se Th er eT 8 Bl ann cn cnn ne sditnas bachubaemens one <anadie eam 158, 000 
32 | Communication services__.-- web stds cemhbbdutece fucsis atee 281, 000 
33 | Rents and utility services: 
34 | SONNE ONTO gn nso 5 ncpdsasageccucsnsusidewawaeepedeipeeaeal 7, 829, 000 
37 | Other rents and utility services__-_..........--...-.-.22--2--22-2. 2... : 1, 506, 000 
OD 1. Pe ne PO, oc aicna sc dncoccmpancionmdisshpeckpescReebaneseclatdee 130, 000 
51 | Other contractual services: } 
53 Repairs and alterations._..........-- “ in inci sinclar ea limes iti Oita Maal 1, 553, 500 
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68 | Research contracts - .- ---- ddd tjbominapaddbebaedes bese ehsenaw 410, 000 
71 | Services by other Government agencies... ................-........--....--..- 276, 500 
47 | Supplies and materials 6, 234, 000 
79 | Equipment 3, 666, 000 
114 | Grants, subsidies, and contributions 3, 404, 000 
116 | Refunds, awards, and indemnities 6, 000 
117 | Taxes and assessments-..._- 18, 000 
Total... | 80, 480, 000 
SUMMARY BY LOCATION 
120 | NACA Headquarters $2, 250, 000 
121 | Langley Aeronautical Laboratory | 30, 138, 000 
122 | Ames Aeronautical Laboratory 16, 209, 000 
123 | Lewis Flight Propulsion Laboratory 27, 991, 000 
124 | High-Speed flight station | 2, 658, 000 
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| Modification of the materials research laboratory -__- 


| Wright-Patterson liaison office 
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Priority summary, construction and equipment program 


Project | Priority | Location 


High-temperature structural dynamics facility 
12- by 12-inch hypersonic helium tunnel 
110-kilovolt cable tie between east and west areas 


| Erosion control 


Air heater for the unitary plan tunnel } 


| Monifications to the altitude tunnel for research on 


rockets. | 


| Retubing of the propulsion systems laboratory primary 


cooler. 
Hypervelocity research laboratory 
Hypersonic missile propulsion facility | 
M odifications to the flight research laboratory | 
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High-energy rocket engine research facility __-_- me) 
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SPACE AGENCY RECOMMENDATION 


Mr. Drypen. May I make one preliminary statement which I think 
you all know, that the President has sent a message to the Congress, 
which proposes the absorption of this Agency into a new and larger 
agency. This budget has nothing whatever to do with that legislation. 
It was prepared before the new legislation was proposed. We are 
talking about the budget of the NACA as it now exists prior to the 
recommendation about the new Space Agency, and with its original 
function of supporting aeronautical research and advancing aero- 
nautical technology. 

The new agency will take on new and additional functions, including 
the development and operation of space vehicles, which is a very 
different enterprise. 

Senator Magnuson. The House is holding hearings now on that bill, 
and I understand we will start next week sometime, but you cannot 
be guided by that on your budget, because you do not know whether 
or not it will pass. 

Mr. Dryven. That is correct. 

Senator Magnuson. Secondly, if it did pass, you probably would 
have to continue this work under the new agency. 

Mr. Dryven. It is proposed to continue the existing NACA work 
under the new agency. I just wanted to make that clear, so that there 
is no confusion. 

Senator Magnuson. Yes. 


LIMITATION ON CONTRACT RESEARCH PROGRAM 


Mr. Drypen. Now, in the order of the items in the bill, the first thing 
which we ask is to strike out a clause which says: “not to exceed 
$500,000.” 

This is a limitation on the contract research program which covers 
universities and educational institutions. 

If you recall the legislative history last year, the whole authority, 
which at present is only in the Appropriation Act, was stricken from 
the bill. 

The Senate restored it and in conference this limitation was put on. 

We find this is a handicap. We have spent in the past something in 
the order of twice this amount on university contracts which supple- 
ment the work going on in our laboratories. We have no general 
program of supporting research at universities, but we do like to have 
the flexibility to be able to get an occasional job done at a university 
when special competence or facilities are needed which we do not have 
in our own laboratories. 

Senator SaLtronsTaLu. You only had the $500,000 ? 

Mr. Dryven. Last year we had $500,000. 

Senator Satronsrat.. And before that, you spent about $1 million ¢ 

Mr. Drypven. About $1 million; yes, sir. 

Unless there are some questions, I do not think I will say anything 
more about that. 

Senator Macnuson. As I recall, in conference the objection, I think, 
of both Senator Saltonstall and others was that we did not want you 
to go out and pick out universities and make some special research 
projects, but occasionally there were many times when you would have 
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to find yourself calling on certain universities with special facilities 
or special personnel to fit in, maybe, to enlarge a project or do a 
portion of a project for you? 

Mr. Dryven. Yes, sir. This flexibility has been enjoyed by NACA 
for some 40 years, and this is the second time the House proposed to 
strike the authority completely. In each case the Senate has appre- 
ciated the use that we wished to make of it, and put it back. We are 
asking that you do your best this time to take off this limitation. 

This does not mean we are going into any program larger than 
that we have carried on in the past and it does not involve any addi- 
tional money—it is the removal of the limitation we are requesting. 


LIMITATION ON TRAVEL FUNDS 


The second proposal is also a limitation, the limitation on the amount 
available for travel expenses. 

Senator Magnuson. Wait a minute. You are getting ahead of me. 

Your next recommended change is “on page 20, line 7, strike out 
$402,500.” 

Mr. Drypen. That is the travel limitation. 

Senator Magnuson. I see. 

Mr. Drypen. Again, it is not a question of asking you to appropriate 
more money, but a question of this limitation. About $150,000 of 
this travel is for meetings of our technical committees and subcom- 
mittees, people who serve the Government without any compensation. 
We merely pay their travel expenses to our meetings. 

Senator SarronstaLty. What did you have last year? 

Mr. Drypen. Can you give that, Ralph? 

Mr. Utmer. $402,500. 

Mr. Drypen. The House has allowed the same as last year. 

Now the increased activities come about from this gradual increase 
in altitude and speed of airplanes and missiles out into space. We 
have this year set up a committee on space technology, together with 
several working groups, to help guide our work in this area, and we 
are having a difficult time with our travel limitation this year. 

The balance of the travel budget relates primarily to coordinating 
and expediting research in connection with the application of research 
data on prototypes of aircraft, missiles, and space vehicles. We had 
asked for an increase of $21,000 in this specific category, which was 
denied. The statement goes on to say that the recently authorized 
increases in carrier transportation rates have severely restricted the 
programing of travel funds for the current fiscal year. This factor 
was not foreseen at the time that the budget estimates were prepared 
and makes an increase in 1959 all the more urgent. 


PURCHASE OF NEW AUTOMOBILES 


The third item is the question of passenger vehicles. The House 
approved the 14 passenger vehicles required for replacement. We 
had asked for three new vehicles because we are approaching com- 
pletion of a research reactor, a nuclear reactor, on the site at Plum- 
brook Arsenal, in Sandusky, Ohio. This is about 50 miles from the 
parent Lewis laboratory. We had requested three new vehicles to 
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serve this new station. They were denied and we are asking that they 
be restored. 

Now this is not the development of a reactor for aircraft propul- 
sion, but a reactor for the study of materials relating to nuclear pro- 
pulsion. We are in this, and have been in it, not specifically in the 
reactor business, but in the nuclear propulsion business, for a very 
long time. 

Senator Magnuson. And you need the reactor to get research data 
in that field ? 

Mr. Drypven. Yes. Now, this was supported before the Congress 
by the AEC and by the Department of Defense, and the money was 
made available a few years ago; the construction is approaching com- 

letion. 
Then we come to the two principal appropriations headings, which 
involve the request for the restoration of the $5,600,000. 


SALARIES AND EXPENSES 


Our appropriation, as you know, is under two headings, one for 
“Salaries and expenses,” in which there is a reduction of $2,380,000. 
We requested funds for 9,000 positions, which is 1,065 over the cur- 
rently authorized complement. Of these, 290 are required to staff new 
facilities and the rest to accelerate our efforts in the very high-speed 
areas and in the investigations of the problems of missiles and space 
vehicle development. 

The House allowed 500 positions, which permits the staffing of the 
new facilities, but reduces the number of new positions available for 
an acceleration of the research effort, from 775 to 210 positions. 

Senator Evienper. In that connection, to what extent are you veer- 
ing away from the study of, let us say, airplanes to missiles ? 


TRANSITION FROM PROBLEMS OF AIRCRAFT TO MISSILES 


Mr. Drypen. During the past 2 years we have been having a transi- 
tion from the problems of aircraft to the problems of missiles and space 
vehicles. Now, this started slowly, and is reaching the point where, 
if you talk about missiles, antimissile missiles, and space generally, it 
is estimated that about 50 percent of our work next year will be on 
research work in these areas, as contrasted with aircraft. 

We have, for example, taken rather radical steps. We reduced the 
effort on turbojet engines, with the feeling they are approaching an 
advanced state of development, and the need for research is somewhat 
less, in order to get an increased effort on rockets and nuclear propul- 
sion. This has meant the reassignment and retraining of people. For 
example, personnel who had been working on compressors and turbines 
for turbine jet engines were assigned to work on the pumping systems 
and the control systems for rocket engines. They are related, but not 
quitethesame. It takes some retraining of the people. 

We have closed up a few facilities, not a large number, but we have 
closed down some subsonic facilities, and have tried to throw more 
effort into the higher priority areas. 

Senator Extenper. As you close those that are not necessary, you 
will use them in other allied fields, will you not ? 

Mr. Drypen. With missiles and space problems, and so on. 
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Senator ELLenver. Yet, with all those transfers, you are asking for 
500 more positions. Is that 500 or 1 000 more ? 

Mr. Dryven. 1,000 more. 

Senator ELtenper. In this new field? 

Mr. Dryven. For the most part, yes. We always have a dilemma 
in appearing before the Bureau of the Budget or before you people, 
that if we do make these adjustments it is easy to take the point of view 
you do not need any more effort. This view bee been expressed by one 
member of the House committee who suggested that we might stop 
working on airplanes altogether. Well, I do not believe we could quite 
do this at the present time. There still are very serious problems with 
airplanes. We are just starting a Mach-3 supersonic bomber which 
requires a lot of work on airplanes. We have felt, however, that the 
necessity of going into the new fields was so great that we had to make 
some conversions, even if there were a temporary loss in progress in 
aeronautics. Some people thought we had gone too far in reducing the 
work on turbojet engines. Some people in the civil aircraft industry 
have felt that we are not doing as much work, say, on aircraft noise in 
the operational problems of the new jet transports, as we ought to do. 
Now, we are doing some. I do not want to give you the impression that 
these are areas that we cut out in order to work on missiles, but there 
is a feeling that we ought to do much more, and it is this necessity for 
doing so much more work that has led us, for some years now, to at- 
tempt to persuade you that more effort was needed, if we are going to 
get ahead of these problems. We are continually adding new problems 
to the old without completely compensating for our reduction in the 
work to be done on aircraft, even at low speeds. 

The Army, for example, i is greatly concerned with aircraft that will 
land and take off vertically, and their travel is at very low speeds, so 
we have to do a certain amount of work in that area. There again, 
I think they feel that perhaps we are not doing enough. 

The problem we have is that Congress has given us certain re- 
sources, equipment, and manpower. We have to allocate these re- 
sources over the problems that come before us as best we can, within 
the total budget. 

Senator ELtenper. Who determines the priority ? 

Mr. Drypen. We, essentially, determine the priorities. We are 
guided, of course, in military projects, particularly where you might 
have conflicting projects, by our technical committees and subcom- 
mittees, on which we have Air For ce, Navy, and Army officers. In 
the case of the supporting research that we do, we determine the 
priority in the light of the discussions in our advisory committees. 
These committees serve for us, not as controllers of our programs, 
but as a group of people who are thoroughly familiar with every- 
thing that is going on, who see everything that we are doing, who 
discuss, criticize, and state their views, and who recommend what is 
most important. This is the way we are guided in determining 
priorities; but the responsibility is that of the staff. 

Now, I do not know that there is anything more that I could say 
on this particular point. 


CONSTRUCTION AND EQUIPMENT 


The other appropriation heading is “Construction and equipment” 
where there is a reduction of $3,220,000. 

Senator Magnuson. I think we can simplify this by asking this 
question : 
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If the House figure stood on the construction item, what would be 
cut out in your plans for the coming year? 

Mr. Drypven. Well, we would review our list of projects. We 
would have to cut out some pry and perhaps reduce the technical 
capabilities of others. We do have a priority summary of these 
items. 

Senator SatronstTaLu. Page 130 of this book ? 

Mr. Uxmer. Yes, that is the same page we are looking at. 

You see, under the House action we would have to cut over $3 
million. One way to do it is to drop the last two items which refer 
to materials research and to research on high-energy rocket engines. 

The other possibility is to take another look at a larger item, the 
first item of highest priority, for example, and reduce its size or 
reduce its temperature capability. 

Senator SatronsTaLy. May I ask this question, Mr. Dryden: What 
the House says in substance is that you are estimating too high, and 
you can get this job done for $3,220,000 less. 

Mr. Drypen. This is not correct. 

Senator Satronstauu. Are these firm contracts? 

Mr. Drypven. They are not firm contracts, but estimates based on 
a lot of experience with very similar types of construction. This 
same action has been taken in the past and this is what has happened : 
We have cut items out, postponed them, or curtailed their technical 
capacity, to stay within the money. Our construction record has 
been very good. We have built the facilities within the money which 
is allowed and not come back to the Congress for an additional 
amount. But we have not always been able to build all the facilities 
or the kind of facilities we think are required. 

Mr. Vicrory. Mr. Chairman, they are not the same facilities; we 
have to reduce them. That is the grievous part of the matter. 

Senator SatronstraLL. Mr. Chairman, if I might ask just one more 
question ? 

Assume that you save your $3,220,000 by cutting out items 11 and 
12, which are the two lowest priorities. 

Mr. Drypen. You would probably see those at the top of the list 
next year. 


MODIFICATION OF LABORATORY 


Senator Magnuson. What is the situation on the need for the 
modifications to the materials research laboratory and the high-energy 
rocket engine research facility ¢ 

Mr. Dryven. Well, the materials problem has changed in character 
as have the aerodynamics and propulsion problems. 

Looking to the future, which we are doing when we prepare this 
budget, the most difficult problem of man in space is to get him back 
again safely, without burning him up. 

Now to do that, you have to go to materials that will stand the 
highest possible temperature that you can get. We need to modernize 
our materials laboratory facilities to do work on new high-temperature 
materials; this involves different equipment and different techniques. 

The high-energy rocket engine research facility is required for 
research aie with fuels like hydrogen and fluorine which 


offer great advantages in the later stages of a missile. 
Senator Sattonstat. Is that a solid fuel ? 
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Mr. Dryven. No, sir; this is not the solid propellant, but year a0 
and fluorine, which gives you a much higher performance than you 
can get with either the solid or with the conventional liquid fuels. 

Senator Satronsta.u. Is it light in weight? 

Mr. Drypen. It enables you to make vehicles of much lighter 
weight. 

Senator Sattronstrauu. Mr. Dryden, I do not know if there will be 
any further questions, but I would like to say to the chairman that I 
have never seen a man improve more in his ability to present concrete 
evidence to this committee than you have, over this stretch of the last 
5 years. 

Mr. Drypen. Thank you. 

Senator Magnuson. What projects do you have going on with re- 
spect to commercial aviation ¢ 

Mr. Drypen. The one which is perhaps the most interesting to me 
at_ the moment is the work we are doing on a Boeing airplane, the 
commercial version of the “707” with which you are familiar. 

Mr. Pyle of the CAA asked the NACA to cooperate in making some 
measurements on these airplanes, to help in writing the regulations 
on flying the airplane in approaching an airport. The problem was 
to ft an airplane. 

t happened that General LeMay attended one of our executive com- 
mittee meetings for General White. He, right then and there, made 
an airplane available for 3 months and our boys have been doing 
approach maneuvers with it. 

Senator Maenuson. That is very important, because we are em- 
barking upon another problem for airplanes, with not too much 
knowledge of what we are going to need. 


PROBLEM OF NOISE 


Mr. Drypen. The second problem that interests everybody and 
which is a very tough technical problem is this question of noise, and 
what to do about it in connection with our civil airplanes. 

Senator Ettenper. Do you have anything to do with the recent air 
collisions? 

Mr. Drypven. We do not have anything to do with traffic control 
problems. 

Senator Magnuson. Have you had any suggestions of projects to 
aid in the development of an intermediate airplane for intermediate 
travel, say under 200 or 300 miles, that might be economical ? 

I mean, we are going into all of these long range jets and the 707’s, 
but about 80 percent of the air traffic is less than 320 miles. 

Mr. Dryven. In general, the problems of those airplanes were 
worked on years ago and the design knowledge is cuca available, 
so I cannot recall any specific new projects. The helicopters and ver- 
tical takeoff aircraft I mentioned, although at the moment the eco- 
nomics of vertical takeoff aircraft, other than helicopters, looks out 
of reach for commercial application. 

Senator Magnuson. All right, do we have any further questions? 

Senator Satronstatu. No. 

Senator EL.tenper. No. 

Senator Magnuson. Thank you very much. 
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NATIONAL CAPITAL HOUSING AUTHORITY 


STATEMENT OF JAMES RING, EXECUTIVE DIRECTOR; ACCOM- 
PANIED BY A. J. HASKELL, ADMINISTRATIVE OFFICER; AND 
HERMAN EDWARDS, BUDGET ANALYST 


HOUSE ALLOWANCE 


Senator Maenuson. All right, we will take up the National Capital 
Housing Authority, and Mr. Ring is here. 

The House allows them $38,000 and they want $45,500. They want 
$7,500 more. Tell us why you want that much more, but first we 
will put your letter and statement in the record. 

Mr. Rive. I will be glad to put the statement in the record, and 
then summarize it briefly. 

(The letter and statement referred to follow :) 


NATIONAL CAPITAL HOUSING AUTHORITY, 
Washington, D. C., April 8, 1958. 
Hon. WARREN G. MAGNUSON, 

Chairman, Subcommittee in Charge of the Independent Offices Appropri- 
ation Bill for 1959, Committee on Appropriations, United States Senate, 
Washington, D. C. 

DEAR SENATOR MAGNUSON: Your letter of March 21 asks that we indicate 
any changes in the independent offices appropriation bill which are required in 
the public interest. 

We believe that the amount of appropriation for operation and maintenance 
of properties, set forth as $38,000 on line 23, page 20 of the bill, should be 
restored to the $45,500 approved by the Bureau of the Budget. 

We will appreciate a hearing to set forth our reasons for this restoration. 

Sincerely yours, 
JAMES RING, Executive Director. 


CHANGES REQUESTED IN THE INDEPENDENT OFFICES APPROPRIATION BILL 


The National Capital Housing Authority was established in 1934 under the 
District of Columbia Alley Dwelling Act (48 Stat. 980, amended by Public Law 
733, 75th Cong.). In accordance wth this law, the Authority is the local public 
housing agency in the District of Columbia. 

Under title I of the Alley Dwelling Act the Authority is operating 112 dwellings 
on 5 sites. Although this program is the only part of the Authority’s operations 
requiring a direct appropriation, and concerning which we appear before you 
today, for today’s purpose we must consider our title II program also. Title IT 
activities are under supervision of the Public Housing Administration. At July 1, 
1957, they consisted of the operation of 5,179 low-rent dwellings and the develop- 
ment of 4,139 additional units. 

Our letter of April 3, 1958, to the chairman of this subcommittee stated that the 
amount for operation and maintenance of title I properties, set forth as $38,000 
on line 23, page 20, of the bill, should be restored to the $45,500 approved by the 
Bureau of the Budget. The principal items making up the difference are (1) a 
$1,377 annual contribution to the civil service retirement fund and (2) a $6,000 
annual amount to compensate programs aided by the Public Housing Administra- 
tion for extra legal and management costs occasioned by the title I program. 
Our reasons and explanation follow: 

The Authority is absorbing the 1958 agency contribution to the retirement fund 
by deferring essential maintenance. This annual retirement contribution, how- 
ever, is a recently enacted cost which will continue indefinitely, and which cannot 
be absorbed without detriment to the operational phases of the title I program. 

During the 1957 fiscal year a comprehensive management survey of NCHA 
was made by a group of specialists from the Central Office Management Division 
of the Public Housing Administration. A number of organizational and opera- 
tional recommendations were made and will result in extensive changes. The 
following extract from the survey pertains to title II operations: 
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“The management expenses of the NCHA are extremely high. Management 
salaries and total management expenses for the fiscal year ending June 30, 
1955, amounted to $5.03 and $6.26 PUM, respectively. In comparison with the 
average of 6 local housing authorities operating programs between 4,000 and 
6,000 dwelling units these costs are over 50 percent higher than the average of 
these 6 authorities. 

“In any consideration of management costs the peculiar status of NCHA as 
a Federal agency must be taken into consideration. The required compliance 
with Federal regulations pertaining to personnel administration, purchasing, 
the use of Federal Treasury as a depository and disbursing office and the re- 
quirement for special accounting reports place certain additional administra- 
tive burdens on the NCHA. In addition, the requirement of compliance with 
numerous special Federal laws and regulations presents additional legal 
problems.” 

NCHA has been continually aware of its high management costs which it at- 
tributes primarily to its Federal status and to its location in the Nation’s capi- 
tal, and has sought ways of reducing them. For example, as a result of our 
discussions with representatives of the Bureau of the Budget, Public Housing 
Administration, Treasury Department and General Accounting Office, the Hous- 
ing Act of 1950 contained the following provision : 

“Sec. 507. Notwithstanding the provisions of any other law, except provisions 
of law hereafter enacted expressly in limitation hereof, receipts of the National 
Capital Housing Authority from leases, sales, or other sources under title I of 
the District of Columbia Alley Dwelling Act are and shall remain available to 
the Authority for the purposes of said title I, subject to approval by the Public 
Housing Administration of budgets for maintenance and operation of properties 
administered under title I in the same manner as budgets are approved by said 
Administration with respect to maintenance and operation of projects under 
title II of said Act.” 

Accordingly, NCHA did not submit a request for its title I operation for the 
1951 fiscal year. However, at the instance of the House Subcommittee on In- 
dependent Offices, NCHA quickly prepared a request for 1951, and the Congress, 
in enacting it, added the following proviso: “That so long as funds are available 
from appropriations for the foregoing purposes, the provisions of section 507 of 
the Housing Act of 1950 shall not be effective.” 

The Authority continues to submit its requests for title I through the Bureau 
of the Budget. It must include comprehensive statements covering all of its 
title II operations, for incorporation into the Federal budget document. The 
Authority also submits its title II needs to PHA for approval, whereas all other 
local housing authorities report only to PHA. PHA’s request to Congress for the 
consolidated annual contribution requirements of all local housing authorities 
(including NCHA) appears in the Federal budget and in the annual appro- 
priations therefor. NCHA’s reports to PHA cannot be submitted to the Bureau 
of the Budget for inclusion as NCHA’s title II display in the Federal budget. An 
entirely separate and distinct form of reporting must be followed to satisfy Fed- 
eral budgetary requirements, a substantial workload requirement not required 
of any other local housing authority. 

The management survey prepared by PHA also contains the following analysis 
of this problem: 

“The complications involved in the administration of the alley dwelling pro- 
gram must also be considered. This program requires the administration of 5 
separate scattered project sites, totaling only 112 dwelling units. The program 
is administered under a separate title of the basic NCHA Act and separate 
Federal type budgets must be prepared annually on which appropriation hear- 
ings are held by the respective committees of the Congress and the operation 
of this program is on an appropriation basis. It is believed inequitable to the 
PHA aided program to prorate on a dwelling unit basis the administrative ex- 
penses of NCHA. It is estimated that at least the equivalent of one average 
full-time employee is required to meet the special workload imposed by the 
alley dwelling program. It is suggested that a charge of $5,000 per year, ap- 
proximately the average salary of one employee, be charged directly to the alley 
dwelling program to compensate for the special work involved in the administra- 
tion of this program which is not common to the PHA aided program. It is also 
suggested that some amount, for example $1,000, be charged to the alley 
dwelling program for special legal services. After the deduction of these 
amounts from the central office expense, the balance of the expense could be 
appropriately prorated to both PHA aided and alley dwelling projects on a 
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dwelling unit basis. It is realized that before this could be accomplished it 
would be necessary for NCHA to request such funds in its next annual appro- 
priation request and consequently it is not contemplated that this breakdown of 
cost would be reflected in the 1958 fiscal year budgets of the PHA aided pro- 
gram, since the budgeted request for the alley dwelling program for that year is 
already prepared and under consideration by the Congress. 

“In order to minimize the problems involved in the management of this 
program it is suggested that steps be taken to induce Congress to change the 
legislation and policies of the Appropriations Committees to incorporate this 
alley dwelling program into the PHA aided program as was contemplated 
under amendments to the United States Housing Act in the Housing Act of 
1950. One method of assisting and bring about this desirable change would be 
to show more accurately the full cost of administering this program in the next 
budget submittal. The allocation of $6,000 of management and legal salaries 
to this program prior to prorating the remaining costs to all projects would 
add $4.46 per unit month to the management expense of the alley dwelling 
program. The management expense would then total $11 per unit month 
which is believed a more appropriate and correct figure than the present level 
of approximately $6.82. While no interest except that of the United States 
Government is involved it appears unwise to permit the continuation of un- 
realistic operating costs of the alley dwelling program. 

“It is recommended that PHA support the efforts of NCHA to obtain the 
necessary corrective legislation to eliminate the handling of the alley dwelling 
authority projects as a separate program under appropriation accounting.” 

The Authority, fully concurring in the above recommendations, has included 
in the 1959 estimates for central office salaries and for legal, fiscal, and other 
fees additional amounts of $5,000 and $1,000, respectively. 

We respectfully request your consideration of this request that our title I 
appropriation be restored to the $45,500 approved by the Bureau of the 
Budget. 


REASON FOR REQUEST 


Senator Magnuson. Why do you need the $45,000 at all? I might 
pose that question ? 

Mr. Rive. It is vitally necessary for us to carry on a very im- 
portant work. While the number of housing units that we manage 
under title I of our act is small in number, it represents a very sig- 
nificant contribution to the field of slum reclamation, and low-rent 
housing. 

The greater part of our program, of course, is under the pro- 
visions of the United States Housing Act, as amended, and the 
amendments to our own act, which bears the title of the District of 
Columbia Alley Dwelling Act. 

The specific item in the bill appears, I believe, on line 23 of page 
20, and the differences are, first, a $1,377 annual contribution that 
we are required to make to the civil service retirement fund and, 
secondly, a $6,000 annual amount which is sought to compensate 
other porgrams aided by the Public Housing Administration for 
extra legal and management costs, occasioned by our original pro- 
gram. 

Our Authority is absorbing the 1958 contribution to the retirement 
fund by deferrmg some essential maintenance, but this annual re- 
tirement contribution is a recently enacted cost that will continue 
indefinitely, and it cannot be absorbed without detriment to the opera- 
tional phases of that small program. 

We have—and I have submitted for the record, in order to conserve 
the time of the committee, Mr. Chairman—the recommendations by 
the Public Housing Administration that such charges should be made 
in order to preserve true fiscal integrity as between the two programs. 
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Senator SatronsraLt. Mr. Ring, boiling it down, you ask for one 
new employee, to pay the salaries that you have to have a little more 
money, and then your “Other contractual services” are increased 
$2,000. Whereisthat? What are your “Other contractual services” ? 

Mr. Rina. Pardon me, if I may go first, Senator, to that one 
employee. 

Mr. Haskell, our administrative officer, will correct me if I am 
wrong. That is a theoretical employee—a figure of $5,000—which is 
intended to repay our title IT PHA-aided program for the services 
which various employees of the Authority render to this title I pro- 
gram, and the contractual services are part of our regular adminis- 
trative workload. 

Senator SaLronstTa.t. I mean, where do you get that man from? 

Senator Maenuson. He is theoretical—they do not get him. 

Senator SattonsraLu. That is what I do not quite understand. 

Mr. Rive. It is a matter of the payment of a proportionate share 
of the expenses for the services that are given by one part of this 
program to another. 

Senator Satronsrauu. I see. So you have two parts of your pro- 
gram and you borrow a person that you have budgeted on the other 
part for your services on this part? 

Mr. Rie. Yes, sir; actually, no one specific person, Senator. 

For example, myself, Mr. Haskell, our counsel, our purchasing 
clerk, and so forth, may serve both programs. But under the present 
circumstances, it is not possible to make an adequate charge to that 
initial program. 

Senator SatronstaLy. Where do you borrow that gentleman from, 
or where do you borrow that service from ? 

Mr. Rivne. Well, the service actually is borrowed from the staff, 
which is paid for by our rental receipts on budgets approved by the 
Public Housing Administration. 

Senator SatronsTaLL. So you borrow this service from the Public 
Housing Administration ¢ 

Mr. Ring. Not from the Public Housing Administration, but from 
other parts of our staff who are paid on the basis of budgets which 
are approved by the Public Housing Administration. 

Senator Sarronsratu. And that comes from rental money, and does 
not. come from the appropriation ? 

Mr. Rina. That is true. 


CONTRACTUAL SERVICES 


Senator Sarronsraty. What is this “Contractual services,” where 
you go up to $2,100 over last year? 

Mr. Rina. I am not certain about that. I would have to ask Mr. 
Edwards. 

Mr. Epwarps. The contractual services are repair and maintenance 
items. There are purchases of equipment, stoves, and contracts for 
paint jobs. We paint properties by contract, and repair porches and 
roofs by contract. 

Senator Sattronsratu. So, your additional money is really required 
for repairs and maintenance, and, to be honest about this employee, 
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about this extra service, that you really steal from the services that 
you get from outside sources ? 
Mr. Rina. That is true, Senator. 


MANAGEMENT SURVEY REPORT 


Let me read briefly a short ——— that was contained in the 
management-survey report prepared by the Public Housing Admin- 
istration : 

The complications involved in the administration of the alley-dwelling pro- 
gram must also be considered. This program requires the administration of 
5 separate, scattered project sites, totaling only 112 dwelling units. The pro- 
gram is administered under a separate title of the basic NCHA Act, and sepa- 
rate Federal-type budgets must be prepared annually, on which appropriation 
hearings are held by the respective committees of Congress, and the operation 
of this program is on an appropriation basis. It is believed inequitable to the 
PHA-aided program to prorate on a dwelling-unit basis the administrative ex- 
penses of NCHA. It is estimated that at least the equivalent of one average 
full-time employee is required to meet the special workload imposed by the al- 
ley-dwelling program. 

That is the employee we are speaking of. 


It is suggested that a charge of $5,000 per year, approximately the average 
salary of 1 employee, be charged directly to the alley-dwelling program, to com- 
pensate for the special work involved in the administration of this program 
which is not common to the PHA-aided program. 

It is also suggested that some amount, for example, $1,000, be charged to the 
alley-dwelling program for special legal services. 

After the deduction of these amounts from the central office expense, the bal- 
ance of the expense could be appropriately prorated to both PHA-aided and alley- 
dwelling projects on a dwelling-unit basis. 


FUNCTION OF AUTHORITY 


Senator Ettenper. Will you tell me this for the record: How does 
the National Capital Housing Authority’s function differ from, let 
us say, an authority created in Louisiana, which operates public hous- 
ing? 

Mr. Rina. Essentially, Senator, there is no difference, except for 
the fact that, because of our location in the District and because of the 
manner in which we are created by Federal law, we are legally and 
technically an independent Federal agency, even though we serve as 
the local public housing authority for the District of Columbia. 

Senator Ex.tenper. As I understand it, similar agencies in the 
States are reimbursed from rentals that are collected. Why is that 
not true here in Washington ; do you know ? 

Mr. Rina. In very large part, Senator, it is. 

Senator Eittenver. But you are asking for money out of the Treas- 
ury. I am sure that the New Orleans authority does not get money 
from the Public Treasury to handle its functions. 

Mr. Ring. You are quite right, Senator, and the fact is this 





Senator ELtenpver. Why the difference? Why should not the occu- 
pants of the 112 units be made to pay enough to take care of this 
Authority in the same manner as is done all over the country ? 

Mr. Rina. Senator, what you say is true with regard to approxi- 
mately 5,300 dwelling units which are under our management. In 
other words, they are operated very much as the housing authorities 
in Louisiana, in Washington, and Massachusetts. The difference is 
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this: We are managing a small group of properties that were con- 
structed by the Authority under the terms of its law before the United 
States Housing Act was passed. This little group of properties was 
or aa 1936 and 1938. It does not have the benefit of a Federal 
subsidy. 

Senator ELLenver. How were these houses built? Who furnished 
the money to build them ? 

_Mr. Rive. The houses were built under a Federal appropria- 
tion 

Senator Ectenper. Exactly. 

Mr. Rine. Of $500,000. 

Senator Exienper. Exactly. In other words, they got a better 
deal than the authorities that built in Louisiana or any other State. 
The Federal Government went in and built the whole thing; they did 
not have to borrow anything. In addition, we are putting up money 
for operation and maintenance of the property. Is that not true? 

Mr. Riva. Senator, so far as the money is concerned, we are turn- 
ing into the Treasury year after year, from that particular group of 
properties, considerably more than we asked for in order to manage 
them. 

Senator ELtenper. You mean out of this? 

Mr. Rina. Just the 112 units. 

Senator ELLenper. I am not talking about the 112 units, but those 
built by the Federal Gevernment, where no payment was required, 
as was the case in the States. Why is not the rental paid by the 
occupants of those houses that were built in 1936 and 1937 commen- 
surate with the rentals in the other units now operating? 

Mr. Rivne. They are, Senator. 





AMORTIZING PAYMENTS 


Senator ELLenper. Are you amortizing the payment? Is the Gov- 
ernment getting back the money put in? 

Mr. Rive. It certainly is. 

Senator Magnuson. Well, you only collect $45,000 in rents. 

Mr. Hasxetu. During the last year the rental receipts were depos- 
ited to miscellaneous receipts of the Treasury and were $55,540. 

Senator ELLENpER. How many units? 

Mr. Haske.t. 112 units. 

Senator ELtenper. Wait. Half of those units were built under 
the Public Housing Authority. 

Mr. Haske. No; they were all built under this appropriation. 

Senator ELLenper. How many were built? I misunderstood you. 
How many were built under the same authority and in the same 
manner as were built, let us say, in New Orleans? 

Mr. Rine. Approximately 5,300 as against this 112 we are speaking 
of. It is that little 112 group that forms the whole basis for our be- 
ing here today. 

Senator Magnuson. Why do you not come in and ask for the repeal 
of this law and put them under the regular housing law so that every 
year we do not have to go through this? You take in $55,000 and 
then you come up here and you want $45,000 to run it. 
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HOUSING ACT PROVISION 


Mr. Rina. Senator, I am very glad you mentioned that because, as 
a matter of fact, the Housing Act of 1950 contains just such a provi- 
sion. Section 507 of that act provides: 

Hereafter, the receipts of the National Capital Housing Authority from leases, 
sales, or other sources under Title I of its Act, are, and shall remain, available 


to the Authority for the purposes of said Title I, subject to approval by the 
Public Housing Administration, of budgets— 


and so forth. oe 
We did not submit a request for a title I operational appropriation 
for the 1951 fiscal year, but the House Subcommittee on Independent 
Offices asked that we do so. We did so, and there was added to the 
appropriation item the proviso that 
So long as funds are available from appropriations for the foregoing purposes, 
the provisions of section 507 of the Housing Act of 1950 shall not be effective. 
Insofar as the Authority is concerned, we are now, and always have 
been, entirely amenable to this suggestion, because we do feel that this 
relatively small operation takes up a tremendous amount of valuable 
time. 
AUTHORITY FOR BUILDING MANAGEMENT 


Senator ELLenper. What authority manages the buildings that 
were built under the regular Housing Act? 

Mr. Rive. Our authority, acting as the Public Housing Agency for 
the District of Columbia, manages those. 

Senator Extenver. Are you getting any money to pay for these ex- 
penses from the rentals of those buildings in addition to what you 
are now asking ? 

Mr. Rive. From the rentals of the PHA properties? No, sir, we 
are not. 

Senator Ettenper. You should because, as I understand it, when an 
authority is created under the Public Housing Act all maintenance 
costs are borne from those rentals. 

Mr. Riva. That is true. 

Senator ELtenper. Why is not the same case true here in the Dis- 
trict of Columbia ? 

Mr. Rive. Senator, I would be only too happy if it were. 

Senator Ex.enper. [ think this is an additional subsidy that is 
being given to those who rent here in the District of Columbia. They 
ought to pay for this. 

Mr. Rivne. Actually, Senator, they do pay for it. 

Senator ELtenper. I do not see how you can say that, because the 
rentals that are paid are certainly not sufficiently large to amortize 
the original money spent to erect these buildings. 

Mr. Rina. Senator, the rentals that are going into the Treasury, as 
Mr. Haskell says, amount to about $55,000 a year. 

Senator Errenver. All right. But you are asking us here to appro- 
priate $45,500. That leaves you with about $10,000 that is going 
toward the amortization of a facility that cost how much ¢ 

Mr. Rina. It cost $500,000. 

Senator Eitenver. How long do you think it will take to pay that? 

Mr. Rive. Senator, a tremendous amount of the cost of those prop- 
erties already has been paid. 
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Senator E.tenper. I know, but how long do you think it will take 
to pay off the cost of construction in the same manner as you are now 
following? 

Mr. Rina. We are doing the best we can with what we have. 

Senator ELLenper. It strikes me, Mr. Chairman, that we ought to 
do away with this Authority and let it be handled and managed in 
the same manner as all other authorities are handled. 

Mr. Rive. Senator, I think I have the solution right here, because 
that is exactly the way we prefer to operate. 

Senator ELLenper. It ought to be done. 

Senator Magnuson. If you have the solution, we will not see you 
next year. 

Mr. Haske. All you have to do is not make any appropriation to 
us this year whatever. 

Senator Magnuson. You mean for us not to appropriate this year ? 

Mr. Hasketx. If you do not appropriate a dime to us, we will do 
exactly what you want. 

Senator ELLtenper. What was that? 

Mr. Hasxetu. If you do not appropriate a dime for us this year, 
we will be doing exactly what you suggested we do. 


SURVEY REPORT 





May I read a paragraph from this survey which will explain that 
point? It says: 


it is suggested that steps be taken to induce Congress to change the legislation 
and policies of the Appropriations Committee to incorporate this alley dwelling 
program into the PHA-aided program, as was contemplated under amendments 
to the United States Housing Act in the Housing Act of 1950. 

Senator Exitenper. That is what I know. I am surprised that it 
has not been done before now. 

Senator Satronstatu. That will require legislation. 

Mr. Hasxern. No. It requires that you cancel this year’s appro- 
priation. 

Senator SauronsraLLt. Would you like us to eliminate this whole 
appropriation ? 

Mr. Haske. I would. 

Mr. Rrna. This legislation is already in the Housing Act of 1950. 

Mr. Hasxeuu. The reason it has not been effective is the second 
proviso, which says: 

That so long as funds are available from appropriations for the foregoing pur- 
poses, the provisions of section 507 of the Housing Act of 1950 shall not be effec- 
tive. 

Senator Macnuson. Who goes to the Budget and asks for this 
amount? 


In order to minimize the problems involved in the management of this program 
: 
i 
‘ 
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Mr. Hasxetyi. We are forced to come here because the House Ap- 
propriations Committee insisted that we do so. Actually, the first 
year after the passage of that 1950 act, we did not submit any budget 
request. We did not want any money. 

Senator Macnuson. Did the Budget approve of this item ? 

Mr. Hasxeti. The House Appropriations Committee insisted on 
giving us money that we did not want. 
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Senator ELLENDER. We want that in the record. 
Senator Macnuson. Well, on that happy note, we thank you very 
much. 
COST OF UNITS 


Senator Exienper. Mr. Chairman, may I suggest that the witness 
furnish us with a statement showing the cost of these units? How 
many were there’ 

Mr. Rive. One hundred and twelve. 

Senator ELLenper. One hundred and twelve. And find out the 
extent to which amortization is taking place in both projects, respec- 
tively, and the difference in the cost per unit in management. 

Senator Magnuson. All right. That will be done. 

Mr. Rrna. We will be glad to. 

Senator Magnuson. Thank you very much. 

(The information referred to follows :) 


Federal investment in title I at June 30, 1957 


Appropriations, cumulative from beginning in 1934--.--._----__-___ $1, 319, 837 
Less : 


Return to Treasury of unexpended balances, operating receipts, 


BRE DESCORES OF WRION GE DUODII CT i iii ihre ecncn 887, 623 
432, 214 

Transfer of O’Brien Court (cost $119,000) at appraised value 
as authorized by Public Law 156, 80th Cong_______________-_~ 560, 400 


Net investment of United States Government at June 30, 1957. —128, 186 


This indication that the investment has been repaid with a profit of $128,186 is 
not strictly comparable with amortization of the title II investments for reasons 
dealing primarily with the methods of financing. If the Federal Government 
had made available to title I maximum annual contributions equivalent to debt 
service in the same manner as on title II, and if provision had been made for 
payments in lieu of taxes to the District of Columbia government, the results 
would have been quite different. 

From the start of the title I program in 1934, through June 30, 1942, operating 
receipts were retained in the Authority’s title I revolving fund and used to pay 
operating expenses. Congress required that the unexpended balance of that 
fund ($104,284) be returned to the Treasury as of June 30, 1942. The unex- 
pended balance included the residue of the original federally appropriated capi- 
tal of $865,497. The Federal capital was to have been matched by a local 
contribution consisting of tax exemption. This contribution was cumulated 
until October 31, 1949, in the amount of $119,064, and has remained on all subse- 
quent balance sheets at that static figure. In November 1949, the Authority 
revised its rent structure for title I by adopting a system of graded rents com- 
parable to that on title II properties. Since this change contemplated the use of 
District tax exemption to finance the graded rent system, it was no longer 
appropriate to reflect the current tax exemption as local capital. 

There has never been any Federal annual contribution to title I. Since the 
C. D. tax exemption has borne the entire subsidy burden, the Federal Govern- 
ment has recovered its entire capital plus a profit of $128,186. This amount, of 
course, includes the “paper” profit of $441,400 taken in accordance with law, 
as stated above, from the transfer of O’Brien Court to the American Red Cross 
without exchange of funds. 

There has been no construction under title I since 1938. The first title II 
property was constructed in 1940 and all others at various times up to the 
present, at varying interest rates, and are being amortized for periods ranging 
from 40 to 60 years. Therefore, any comparison of amortization to date would 
not be meaningful. 
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Comparison of operating expenses 


| Title I (Alley Title I 

Dwelling (United 
Act) States Hous- 

ing Act) 





Number of dwelling units. _________ ite 5, 180 
Unit-month of operation, 1957__- J tedlniiicilh ence bbe aia aati 62, 160 





! Based on 112 dwelling units plus 5 nondwelling properties. 


Per unit- Amount Per unit- 
month month 





Management expense. ___ . as >! $6. 62 $414, 312 $6. 66 
Operating services : ae 2, 949 2.10 | 111, 591 1. 80 
Utilities ; : ¥ 6. 68 | 713, 291 11. 48 
Repairs, maintenance, and replacements. ____- ; 10. 27 726, 959 11. 69 
General expenses... a ; 1, .78 | 273, 326 | 4. 40 


Total operating expense___________- i 37, | 2, 239, 479 36. 03 
i 


The differences in PUM costs are circumstantial. General expense on title II 
includes payments in lieu of taxes; if included on title I this would amount to 
$4,235 or $3.02 per unit-month. Actually, the management expense of $6.62 per 
unit on title I is being subsidized by title II as explained in the statement sub- 
mitted. 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


STATEMENT OF LEO A. HOEGH, ADMINISTRATOR; GERALD R. 
GALLAGHER, ASSISTANT ADMINISTRATOR, RESEARCH AND DE- 
VELOPMENT; PAUL WAGNER, ASSISTANT ADMINISTRATOR, 
EDUCATION; AND WILLIAM S. HEFFELFINGER, ASSISTANT 
ADMINISTRATOR, GENERAL ADMINISTRATION 


FUNDS FOR OPERATION 


Senator Magnuson. Civil Defense. 

Mr. Hoegh, the Administrator, is here. 

Off the record. 

( Discussion off the record.) 

Senator SaALtonsTa.y (presiding). Governor, if you will go ahead 
- on the amounts that you have delegated to other agencies to carry 
on your work we will appreciate it. 

Mr. Horcnu. Yes, sir; I will do that. 

In 1958, we received $17 million for operations. No money was 
allocated to the delegate agencies in that budget. 

Senator SavronstaLtt. Excuse me, Governor. Without objection 
we will put in the record the communication from the President of the 
United States, which is the new estimate on the delegation functions, 
together with a letter signed by Leo A. Hoegh, Administrator, citing 
the changes which they requested the committee to make. 
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(The information referred to follows: ) 


{[S. Doc. No. 89, 85th Cong., 2d sess.] 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING AN 
AMENDMENT TO THE BUDGET FOR THE FIscAL YEAR 1958, INVOLVING AN INCREASE 
IN THE AMOUNT OF $2,815,000, FoR THE FEDERAL CiviL DEFENSE ADMINISTRA- 
TION 

THE WHuire Hovsge, 
Washington, April 14, 1958. 

The PRESIDENT OF THE SENATE. 

Srr: I have the honor to transmit herewith for the consideration of the Congress 
an amendment to the budget for the fiscal year 1959, involving an increase in the 
amount of $2,915,000, for the Federal Civil Defense Administration. 

The details of this amendment, the necessity therefor, and the reasons for 
its submission at this time are set forth in the attached letter from the Director 
of the Bureau of the Budget, with whose comments and observations thereon I 
concur. 


Respectfully yours, 
Dwicut D. EISENHOWER. 
DXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D.C., April 3, 1958. 
The PRESIDENT, 


The White House, 


Sire: I have the honor to submit herewith for your consideration an amendment 
to the budget for the fiscal year 1959, involving an increase in the amount of 
$2,915,000, for the Federal Civil Defense Administration, as follows: 


INDEPENDENT OFFICES 


FEDERAL Crivi DEFENSE ADMINISTRATION 





| 





Budget Heading Original esti- | Change to— | Increase 
page | mate | 
140 | Operations. ........--. wincinalnieseceapiancinids | $19, 400, 000 | $22, 315,000 | $2, 915, 000 





The purpose of this amendment is to provide funds to permit the Federal Civil 
Defense Administration to meet the costs incurred by certain other Federal 
agencies in carrying out functions delegated to them by the Federal Civil Defense 
Administration pursuant to law. The funds would be allotted to the following 
agencies in the amounts indicated below: 


Housing and Home Finance Agency...................-....~.-... $200, 000 
Un NN a a wake ne ieb cn asain anes 315, 000 - 
Department of the Army, Corps of Engineers (civil functions) _.____ 130, 000 
Department of Health, Education, and Welfare_____._______-______ 690, 000 
epereienst Of BAO. on oid ee ee a 1, 330, 000 
nC AG; OE CEO a is ian ne ea ie a pen niilieuseiaionen 250, 000 
I ise h tise ch cas ale etn dink edd oo cet ce osetia kde satan 2, 915, 000 


Funds for this purpose were included in the appropriation requests for the 
individual agencies in the 1959 budget. However, this amendment is now being 
recommended in view of the action of the Committee on Appropriations of the 
House of Representatives which, in reporting the Independent Offices and the 
Labor-Health, Education, and Welfare bills, has expressed a preference that 
funds to carry out civil defense activities be provided from a single appropria- 
tion. The House sustained the committee in deleting funds for the individual 
agencies and, in the independent offices appropriation bill for 1959 included 
$250,000 for this purpose in the “Operations” appropriation of the Federal Civil 
Defense Administration. The present estimate, in the amount of $2,915,000, 
is an increase of $2,665,000 over the amount allowed by the House. 
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In view of the fact that the House has not yet had an opportunity to consider 
all of the estimates for the funds to carry out delegated functions, action is not 
recommended at this time to amend the budget for the individual agencies in 
corresponding amounts. The agencies involved, however, are being instructed 
to present their requests in a manner which will avoid seeking duplicate funds. 

These funds are necessary to permit the agencies to carry out their civil defense 
functions, and I recommend that the foregoing amendment be transmitted to 
the Congress. 

Respectfully yours, 
MAuvRICcE H, STAns, 
Director of the Bureau of the Budget. 





FEDERAL CIVIL DEFENSE ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Battle Creek, Mich., April 8, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appro- 
priation Bill for 1959, United States Senate, Washington, D. C. 

DeAR Mr. CHAIRMAN: We have your letter of March 21, 1958, requesting our 
recommendations as to whether any changes in the independent offices appro- 
priation bill for fiscal year 1959, H. R. 11574, are required in the public interest 
and whether we desire a hearing. 

In the planning and development of our fiscal year 1959 budget request, we 
restricted our projections to those realistic objectives which would result in the 
maximum strengthening of our emergency capability at the lowest dollar cost. 
Under this criteria, our budget request submitted to the Congress constitutes a 
minimum financial program for carrying forward in an orderly, balanced man- 
ner those programs which, in our opinion, show promise of real progress toward 
attainment and which will make a tangible, worthwhile contribution toward the 
total national defense effort. I believe that the action of the House committee 
has, in the main, sustained our position. However, due to our extremely tight 
budget policy, the reductions made by the House committee will jeopardize our 
ability to effectively carry out critical programs. The enclosures point out each 
instance where an adjustment in the House committee allowance is required. 

I consider these changes essential to permit a continuing and orderly growth 
of the civil defense portion of our national security and request a hearing to 
present further justification of our planned programs for fiscal year 1959. 

Sincerely, 


Leo A. Horex. 
FEDERAL CIVIL DEFENSE ADMINISTRATION 
OPERATIONS 
(Amended estimate, $22,315,000; 1958 act, $17,000,000 ; H. R. 11574, $18,250,000) 
(House hearings, p. 408) 
REQUESTED AMENDMENT TO H. R. 11574 


Page 6, line 10, strike out, “$18,250,000” and insert in lieu thereof “$22,315,- 
000”, the estimate, an increase of $4,065,000 in the amount allowed by the House 
committee. 

Page 6, line 10, strike out “$250,000” and insert in lieu thereof “$2,915,000”, 
the estimate, an increase of $2,665,000 in the amount allowed by the House com- 
mittee. 

HOUSE REPORT NO. 1543 (P. 6) 


“To finance the operations item the committee recommends $18,250,000, an 
increase of $1,250,000 above the 1958 appropriation and $1,150,000 below the 
budget estimate. Of the amount recommended, $1 million is for an incrense in 
the regular program and $250,000 is for civil-defense functions delegated to 
other Federal agencies. In effecting its reduction of $1,150,000, the committee 
has taken cognizance of the 184 unfilled but funded positions available to the 
agency and also the request of $1,029,699 for annualization of programs financed 
on a part-year basis in fiscal 1958. The committee points out that at the time 

25300—58—pt. 1——138 
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Congress acts on the annual appropriation bill of any agency it does so with 
the basic assumption that the funds provided are for the full year cost of all 
personnel and other programs contemplated for the ensuing fiscal year and does 
not expect any agency to return to Congress the following year with a request 
for funds to annualize the costs of personnel or programs. 

“The following agencies appeared before the: committee to request approxi- 
mately $1,860,000 to carry out civil-defense responsibilities assigned to them 
by the Federal Civil Defense Administration: Department of Commerce; Corps 
of Engineers; Department of Health, Education and Welfare; Post Office De- 
partment; Department of Labor; and the Housing and Home Finance Agency. 
The Department of Agriculture was represented, but stated it was not request- 
ing additional funds. The committee suggests other agencies absorb the cost as 
Agriculture has done; but as provided $250,000 to FCDA for allocation to an 
agency where this is impossible and the function to be performed is absolutely 
essential.” 

JUSTIFICATION 


The House committee allowance of $18,250,000 includes $250,000 specifically 
reserved. for civil-defense responsibilities assigned to other Federal agencies. 
This results in a reduction of $1,400,000 in the normal operational needs of 
FCDA: The proposed amendment would restore FCDA operational funds to the 
$19,400,000 requested for fiscal year 1959 and would provide the sum of $2,915,000 
in this appropriation to meet the cost of civil-defense functions assigned to cer- 
tain other Federal agencies pursuant to law. This latter action is based upon 
fiscal year 1959 budget amendment being transmitted by the President to con- 
solidate these functions into a single appropriation. 


Restoration of $1,400,000 for normal operational needs 


The House committee reduction is based upon personnel vacancies of 184 and 
disallowance of funds requested for programs financed on a part-year basis in 
fiscal year 1958, consisting principally of personnel costs. It is true that the 
Agency had 184 unfilled positions on February 4, 1958, because of recruitment 
delays resulting from the recent agencywide reorganization. However, the 
recruitment rate has accelerated since that date and the number of unfilled 
positions has decreased from 184 on February 4 to 121 on March 31. Firm 
outstanding commitments. to 40 additional personnel will reduce the unfilled 
positions to 81 during the early part of April. Based upon this accession rate, 
it is apparent that the 1958 ceiling allowance of 1,426 positions will be met before 
June 30 of this year. Therefore, the reduction has the effect of eliminating 
virtually all of the 200 additional positions requested for fiscal year 1959. This 
will have a material impact on our major programs, as follows: 

Radiological defense.—Sufficient technological information is available to im- 
mediately initiate a sound monitoring and reporting system. In order to do this, 
a national monitoring plan is proposed. This requires staff planning personnel 
in the national office, as well as radiological training officers in the regional offices. 
In addition, over half of the proposed training center personnel resources will be 
engaged in instructional and educational training against the hazards of radio- 
logical sources. Of the additional personnel requested for fiscal year 1959, 92 
will be utilized in radiological defense. Without these positions, a capability 
for adequate radiological defense is in serious jeopardy. The training program 
has a twofold objective. It will provide local government officials with infor- 
mation on data currently reported as well as instructions on the hazards and 
dangers of radiological fallout; and, in addition, it will provide an operational 
radiological monitoring system for the country. 

Capacity for operations.—One of the first requisites of a sound civil-defense 
eapability is insuring the ability of government at all levels to survive and 
serve in an emergency. This program is planned to develop this ability through 
such steps as assuring continuity of government by establishing emergency lines 
of succession, preserving vital records, establishing emergency locations and 
assigning regular employees to emergency functions; strengthening of joint 
planning between FCDA, DOD, and other agencies; extension of communica- 
tions and warning systems; and incorporation of the bomb damage assessment 
system into emergency operations. A total of 67 additional personnel are 
planned for strengthening these emergency operational functions in fiscal year 
1959 and must be reduced if the House committee reduction is not restored. 

Resources and requirements. -It is evident that the adequacy of national de- 
fense, to a great degree, is measured by the ability of our country to survive a 
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nuclear attack. In order to survive, we must have a well thought out plan of: 
our emergency needs and survival requirements. Some planning has been in- 
itiated ; however, much more planning is required. The House committee allow- 
ance would reduce the Agency by 24 positions in resources and requirements. 
planning. Before a firm recommendation for further medical stockpiling and 
stockpiling of other survival items can be developed, a comprehensive stockpile. 
plan based on a firm computation of survival needs is required. 


Civil-defense functions of other Federal agencies for $2,915,000 


The cost of these functions were included in the fiscal year 1959 budget. re- 
quests of the individual agencies concerned in the presentation to the House of 
Representatives. However, the President is transmitting a budget amendment. 
consolidating all requests into the “Operations” appropriation. This is based on’ 
the action of the House Appropriations Committee which expressed the prefer 
ence that these funds be provided from a single appropriation. The provision 
of funds for carrying out delegate agency functions is an economical way to 


secure a high degree of civil-defense planning and operational capability at the 


least cost. 


The Federal Government must exert an example of leadership by developing’ 
within itself a capacity for operations under emergency conditions. One of 
the principal programs. of FCDA is endeavoring to instill within each State and 
local entity the responsibility for operating its essential functions in a planned, 
and systematic manner during periods of emergency. Until Federal agencies are 
sustained in their planning for emergency conditions, the Federal Government, 
itself will be lacking in its ability to comprehend a disaster of the magnitude, 
that would be encountered in nuclear wars.. FCDA endorses the r request of each 
of these agencies to plan for their emergency functions. There is no duplica- 
tion of their planning with that of FCDA. Following paragraphs set forth. 
justification of the amount proposed for each agency : 


Housing and Home Finance Agency, $200,000 ' 


The Housing and Home Finance Agency through its delegations and supple’ 
mentary assignments for nonmilitary defense readiness has the following 
planning responsibilities : 


1. Providing for emergency lodging in existing structures during the survival 
period following enemy attack. 


2. Providing additional. emergency structures to house the surviving 
population. 

8. Emergency repair and restoration of community facilities supporting 
housing, particularly water and sewer systems damaged by enemy attack, 

This Agency has made considerable progress toward identifiying and clarify; 
ing its nonmilitary defense mission. However, more is needed than a checklist 
of actions that need to be taken in the event of an emergency. To put.-the 
Housing and Home Finance Agency in a position of operational readiness 
with regard to its nonmilitary defense mission, the following are among the 
things that must be done: “ 


1. Continuing research on the types of dwelling units most efficient, eeonom- 
ical and portable for use as emergency lodging. 


2. Drafting of operating in tructions necessary to implement the emergency 
housing programs. 

3. Development of the emergency organization, both at headquarters and in 
the field, necessary to discharge the emergency housing functions. 

4. Training of personnel to carry out the emergency mission. 

». Testing of emergency housing plans under simulated emergency conditions, 

6. Continual review and adjustment of the emergency operating plans to 
keep them up to date with the constantly advancing techniques of modern war 
and changing strategic assumptions. 


Department of Commerce, $315,000 ‘ 


The radioactive fallout forecasting program of the Weather Bureau is con- 
sidered to be one of the highest priority in support of the total civil defense 
effort. In case of a thermonuclear attack, fallout information would be essen- 
tial in order for officials to decide what areas should be evacuated, used for 
reception centers, ete. 

The present program includes liaison and consultant service to FCDA national 
headquarters in Battle Creek on a 24-hour basis. In addition, 1 meteorological 
consultant is assigned to each of the 7 FCDA regional offices to maintain liaison 











































































LO EEE MEE eg ee NE A SOR 

















Samp pt ae ap RDO tts a 

















































































































194 INDEPENDENT OFFICES APPROPRIATIONS, 1959 





and provide advice in the interpretation, modification, and application of the 
Weather Bureau fallout estimates. These consultants carry on a training pro- 
gram throughout each FCDA region designed to insure a continuing civil-defense 
capability to decode and plot fallout forecasts. 

Daring fiscal year 1959, the Weather Bureau will place emphasis on the 
folowing items: 

1. Accelerate the training and instruction of State and local civil-defense 
anits in the proper use of Weather Bureau fallout estimates. 

2, Give particular attention to research in the use of machine methods for the 
«computation of fallout information. 

3. Cooperate in the establishment of a national network of radiological moni- 
toring stations. 

Department of Defense, Corps of Engineers, $130,000 

The Corps of Engineers has been delegated the following civil-defense respon- 
sibilities : 

1. Compiling and maintaining a national census of engineering and construc- 
tion resources, including equipment, available for civil-defense emergency 
operations. 

2. Develop plans for the most effective utilization of the Nation’s engineering 
and. construction resources for the emergency repair and restoration of essential 
facilities. 

3. Develop and maintain factual data on public utilities, facilities, and services 
that will be required as engineering resources for emergency restoration purposes 
after attack. 


This program is very vital to the total civil-defense capability because the 
success of any physical recovery effort following an attack would depend greatly 
on the availability of key nationwide information on engineering and construction 
resources. This census would compile such valuable information as (a) the 
location and capability of engineering design firms, (0) the location and capability 
of construction contractors, (c) the location and number of major construction 
equipment units, and (d) the location and amount of critical construction 
materials. To keep this data current, revisions will be made at periodic intervals 
in the future. 


Department of Health, Education, and Welfare, $690,000 


Emergency financial assistance and emergency clothing programs, Social Se- 
curity Administration, $69,000.—Funds requested for this program will enable 
the Bureau of Public Assistance to establish a national program for financial 
assistance and emergency clothing supply to those in need as a result of enemy 
attack. The Bureau will also provide guidelines to State agencies and local 
communities in implementing this program. 

Food and drug activities, $110,000.—These funds will finance the following 
programs of the Food and Drug Administration : 

1. The training of Federal, State and local food and drug officials and mem- 
bers of the regulated industries in common problems which would result from 
a chemical, biological, or nuclear attack. 

2. Conducting field and radiological testing on the effects of nuclear energy on 
food and drugs. 

3. A research program to determine the vulnerability of wholesale packages 
of food and drugs to biological agents, and to develop procedures for decontam- 
ination of such foods and drugs. 

Educational services, $50,000.—The purpose of this program is to plan, develop 
and distribute materials designed to integrate into school subjects the teaching 
of civil defense skills, knowledge and fundamentals of behavior during emer- 
gencies. Further, it is to provide guidance concerning the provision of shelter 
and other protective measures to minimize injury and reduce damage to educa- 
tional institutions. 

Public Health Service, $400,000.—There are two main aspects to the pro- 
posed Public Health Service civil defense program. One phase of the program 
proposes to give emphasis to training public health physicians, nurses, dentists, 
bacteriologists, veteraninarians, and engineers in the public health aspects of 
civil defense. The second phase of the program is concerned with providing 
consultants’ services by public health civil defense specialists to States in devel- 
oping civil defense health service programs. 

Field planning and executive direction, $70,000.—These funds will provide for 
adequate staffing at the departmental and field level to keep adequately in- 
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formed of any changes in civil defense requirements and to participate in nego- 
tiations with the Federal Civil Defense Administration and other Federal 
agencies. 


Department of Labor, $1,330,000 


Federal-State employment security program, $43,000.—The Department of 
Labor and the Bureau of Employment Security are charged with a continuing 
responsibility of meeting and resolving manpower, labor availability and un- 
employment insurance problems as they arise under all types of conditions. 
These funds will enable the Bureau to emphasize the planning and development 
of means to assure continuity of the Federal State employment security pro- 
grams under emergency conditions. 

Grants to States, $1,287,000.—These funds are for developing plans, procedures, 
and standby facilities to assure continuity of the Federal-State employment 
security program under emergency Conditions. In preparing this program for 
emergency operations, the following items will be emphasized : 

1. Developing and testing emergency methods for providing unemployment 
compensation. 

2. Developing and testing practical methods for making the best use of 
civilian manpower resOurces under emergency conditions. This will involve 
new concepts and methods of recruitment, classification and allocation of 
workers. 

3. Planning the administrative details for the continuing operation of State 
and local employment security offices. Such items as the relocation of offices, 
provision of supplies, and the development of alternate chains of command 
must be considered. 

4. Determining emergency and postemergency manpower requirements and 
reesources. This will involve obtaining, assembling, and analyzing considerable 
data prior to an emergency. 

5. Training key State employment security personnel in emergency functions 
and responsibilities. Training materials and programs must be continually 
modified to meet changing concepts of civil defense readiness. 


Post Office Department, $250,000 


The Post Office Department, because it has branches extending into virtually 
every community in the Nation, is a logical choice for the organizing and 
putting into operation of a system of registration for locating displaced persons. 
The Federal Civil Defense Administration has taken this fact into considera- 
tion and has assigned this Department the following responsibilities in regard 
to the civil defense registration and information program: 

1. Procuring and printing 125 million emergency change of address cards 
and distribution of these cards to all post offices, stations, and branches, totaling 
approximately 46,000 establishments throughout the postal field service. These 
cards would be used as postal locator Cards in rendering directory service to 
mail for persons displaced as a result of enemy attack. 

2. Printing and distributing 40,000 handbooks to be used jointly by 
the Post Office Department and the Federal Civil Defense Administration, as 
a training guide on civil defense registration, information, and related services. 


FEDBPRAL CIVIL SERVICE ADMINISTRATION 
RESEARCH AND DEVELOPMENT 
(Estimate, $4,400,000 ; 1958 act, $2,000,000 ; H. R. 11574, $2,000,000) 
(House hearings, p. 468) 
REQUESTED AMENDMENT TO H. R. 11574 
Page 7, line 2, strike out “$2,000,000” and insert in lieu thereof “$3,600,000”, 


an increase of $1,600,000 in the amount allowed by the House Committee, and a 
decrease of $800,000 in the estimate. 


HOUSE REPORT NO. 1543 (P. 6) 


“For research and development the Committee has approved $2,000,000 of the 
$4,400,000 requested. The estimate included $800,000 for experimenting with a 
low frequency radio communications system which the Committee has denied. 
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The Federal Communications Commission is already doing considerable work 
in this field.” 
JUSTIFICATION 


The request of $4,400,000 provides for the advancement of scientific knowl- 
edge in research areas essential to the establishment of an effective nonmilitary 
defense against enemy attack. Research areas requiring particular emphasis in 
fiscal year 1959 are: shelter design and standards; development of improved 
medication and medical techniques; improvement of equipment, facilities, and 
procedures for : radiological defense and warning and communication. The House 
allowance reduces our request of $4,400,000 to $2 million. A reduction of this 
magnitude will postpone and, in some instances, eliminate research designed to 
afford more adequate protection of life and property. The wisdom of such action 
is questioned at a time when the President and the Congress are recognizing the 
full significance and impact of scientific research activities on the future security 
of our country. 

Of the $2,400,000 reduction a restoration of $1,600,000 is requested. 

FCDA does not wish to appeal the $800,000 for low frequency receivers men- 
‘tioned in the House report. FCDA has been concerned for some time with the 
slowness of getting attack information to the public. A number of studies have 
been made in an effort to determine the best feasible way of disseminating such 
information. Studies by Melpar, Inc., the Rockefeller Foundation, the National 
Broadcasting Co., and Cautney Jones have convinced us that the system presented 
in the 1959 budget is the most effective solution to this problem. This has been 
confirmed by such eminent people as Brig. Gen. David Sarnoff, chairman of the 
board, Radio Corporation of America, and other well-known experts in the field. 
In the testimony of the Federal Communications Commission before the House 
Subcommittee on Appropriations, the Commission was of the opinion that the so- 
called phase II system of conelrad was more feasible. FCDA is quite familiar 
with the phase II conelrad system and feels that it is not adequate. However, in 
recognition of the competence and experience of the Federal Communications 
Commission and in the best interest of the taxpayer, the request for these funds 
is being deferred pending further study. 

In addition to the low frequency radio communication project discussed above, 
the budget for fiscal year 1959 contemplates a substantial acceleration of re- 
search activities over fiscal year 1958 in the following areas: radiological de- 
fense, engineering and nuclear testing. Restoration of the $1,600,000 will per- 
mit this desired acceleration—otherwise research in these areas must be limited 
to the degree of advancement made during fiscal year 1958. 

Since so little is known about radiological fallout and because it poses a threat 
to all areas, radiological defense has been and will be in fiscal year 1959 of 
highest priority. Our efforts in this program are directed toward the creation 
of a national defensive capability against radiological hazards. Although 
progress has been made toward the attainment of this objective, considerable re- 
search is still required to provide technical data for use in the radiological 
defense program. Although emphasis consistent with availability of funds will 
continue in fiscal year 1959, a restricted budget will not permit the attainment of 
program objectives commensurate with this major civil defense effort. 

If the Federal Civil Defense Administration is to give adequate leadership 
and guidance in shelter and evacuation programs as distinct from a Government- 
sponsored shelter program—still under consideration in the executive branch— 
a substantial acceleration over fiscal year 1958 expenditures is mandatory. This 
cannot be done without obligational authority greater than that available in fiscal 
year 1958. The House reduction will deny the fund availability on which re- 
search activities of the desired magnitude in this area are predicated. As a re- 
sult, the lag between weapons development and effective nonmilitary counter- 
measures will inevitably increase. It should not be construed that sufficient data 
is not available to design an effective shelter system; however, the additional re- 
search and development planned for fiscal year 1959 is slanted toward improve- 
ments of design and lowering of costs. 
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FEDERAL CIVIL DEFENSE ADMINISTRATION 
OPERATIONS 
GENERAL RESTRICTIONS 
(Estimate, $920,000 ; 1958 act, $750,000 ; H. R. 11574, $815,000) 
REQUESTED AMENDMENT TO H. BR. 11574 


Page 6, line 5, strike out “$815,000” and insert in lieu thereof “$1,050,000”, 
an increase of $235,000 in the amount allowed by the House committee and an 
increase of $130,000 in the estimate. 


JUSTIFICATION 


This amendment requests an increase in the statutory limitation for “expenses 
of travel’ to $1,050,000. The amendment adjusts this specific limitation only, 
and does not affect total appropriations from the Treasury. The amendment 
includes $105,000 increase for normal operational travel requirements of the 
agency, and includes $130,000 for essential travel of other Federal agencies in 
earrying out civil-defense functions assigned to them. This latter item was 
included in the budgets of the other agencies in the presentation to the House 
of Representatives, but has been transferred to this account by budgetary amend- 
ment to reflect costs of civil-defense activities in a single appropriation. 


FCDA travel 


The amount allowed by the House committee is not sufficient to accomplish 
the program objectives set forth in the budget, and is not consistent with the 
anticipated increase in agency staffing. The advisory nature of FCDA programs 
requires more direct dealings with State and local authorities than most other 
Government agencies. Acceptance of and action resulting from its programs 
depend, to a major extent, upon the ability of our specialists to discuss them, 
personally, with key officials throughout the country. This is especially true in 
the areas of regional offices, which account for 48 percent of the total request 
for travel funds for FCDA needs. 

Regional staffing, which is expected to total 522 in 1959, will include 297 pro- 
fessional and technical personnel. On the basis of past experience and antici- 
pated program activities, practically all of these professionals will be required 
to perform travel in connection with their normal duties. It is realized that 
high rates of travel in the past have alerted Congress to the possible need for 
appropriation controls; however, normal criteria cannot be applied in this in- 
stance. The primary function of these regional personnel is to promote civil- 
defense knowledge, acceptance, and proper administration at the State and 
local level. Particular reference is made to the continuity of government, shelter 
evacuation, and radiological defense programs which will be given emphasis dur- 
ing 1959, and to the special need for development of an emergency capability 
in all levels of government in these areas. Extensive travel and personal con- 
tact is essential to the success of these activities. 

The balance of the FCDA travel request is for national headquarters require- 
ments involving such major program areas as research and development, warn- 
ing and operations plans, and education and training. Primarily, these require- 
ments are for travel of technical and policy-level administrative personnel, and 
involve advisory, consultant, and inspection services; conferences with other 
Federal agencies; liaison with FCDA regions and representatives of industry ; 
participation in nuclear field tests; and development, coordination, and imple- 
mentation of public education and training programs. Only 5.5 percent of total 
FCDA travel is being requested for general administration. 


Other Federal agency travel 


The $130,000 increase requested to enable other Federal agencies to perform 
travel essential to the successful accomplishment of civil-defense programs dele- 
gated to them is distributed, by agency, as follows: 


Housing and Home Finance Administration____._____-___-__-_-____---___ $10, 000 
DeperGnent of Comers. ois econ diinccnnsseeeeae 28, 500 
Department of Health, Education, and Welfare__.___._-____-_-_-_-_-----__-~ 54, 000 
Department: 06 TM00F o.oo ccc cmancencnnmdenanae cia 35, 000 
Department of Army, Corps: of Magineere gnc hii nccennsne 2, 500 


TI cise cn eisai aes ae ie ea 130, 000 
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These travel requirements relate to specific emergency planning measures 
being conducted by each agency, and in no way duplicate travel of FCDA per- 
sonnel. However, as in the case of FCDA, successful prosecution of many of 
the programs depends directly upon personal contact with officials, within and 
without Government, throughout the Nation. Personal contact is necessary to 
plan and develop a capability for survival after attack in such basic areas as 
housing, clothing, food, and drugs. We must provide effective leadership and 
guidance to States and municipalities in furthering this planning. Unless the 
travel limitation is increased, development of plans and survival measures on a 
uniform, national basis will be impossible. 


FEDERAL CIVIL DEFENSE ADMINISTRATION 
OPERATIONS 
General restrictions 
(Estimate, $10,000 ; 1958 act, $6,000 ; H. R. 11574, $6,000) 
REQUESTED AMENDMENTS TO H. RB. 11574 


Page 6, line 3, strike out “$6,000” and insert in lieu thereof “$10,000”, the 
estimate, an increase of $4,000 in the amount allowed by the House committee. 


JUSTIFICATION 


This amendment requests an increase in the statutory limitation for pur- 
chase of newspapers, periodicals, and teletype news services to the level set 
forth in the budget request. The amendment adjusts this specific limitation 
only, and does not affect total appropriations from the Treasury. Although it is 
a small item, monetarily ($4,000), it represents an important one where the 
adequate dissemination of accurate civil-defense information is concerned. 

Currently, while the agency is limited to a $6,000 expenditure for these pur- 
chases, more than 150 requests, amounting to better than $4,500, for subscrip- 
tion services are being denied annually. As a result, the activities of the 
agency dependent on these services are necessarily limited to financial sup- 
port totally inadequate for their needs. The present limitation also makes 
no allowance for such factors as agency expansion, new-program emphasis, 
and the increased cost of contractual services associated with this program 
which have occurred since the time this limitation was im 

The increase from $6,000 to $10,000 is required to provide FCDA with 
flexibility in this account so that, through the review of news-reporting mediums, 
each region, as well as national headquarters, may provide the interested public 
with a digest of all pertinent facts, figures, and ideology relative to civil defense. 
This estimate includes funds for all agency wire services, clipping services, and 
news, technical, and specialized subscription services. 

Failure to approve this request means that the agency can continue to pro- 
vide only a bare minimum of the total services required, and that no considera- 


= ean be given at this time to the other important growth factors referred to 
above. 
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JUSTIFICATIONS, OPERATIONS, FEDERAL CiviL DEFENSE ADMINISTRATION 


Program by activities 


Additional 
funds re- Increased 
Actual, |Estimate,} Less non- | quired for | Base for | require- | Estimate, 
fiscal year|fiscal year| recurring | programs /fiscal year} ments, fiscal year 
1957 ! 1958 items financed, 1959 fiscal year 1959 
part year, 19 
year 


. Executive direction $419, 019 +$17, 100) $513, 000 
. Planning and intelligence.| 256,518) 284, 100 284, 100) +-+-$23, 900 308, 000 


Research and develop- 
1, 055, 876) 1, +21, 662) 1,038,627} -+224,373) 1, 263, 000 
+137, 901| 3, 568, 201|+-1, 633, 799) 5, 202, 000 


. +64, 146; 395,146) +80,854) 485,000 
. Education and training-...} 2, 806, 473 +54, 255) 2,053, 148} +646, 852) 2, 700, 000 
. Specialized liaison. .__- 195, 098 , 000) +6,477| 199,577 +423 \ 

. General administration 

andstockpileoperations.| 2, 269, 422/ 3, 522,500} —722,950| -+-174, 878| 2,974,428) -+-790, 572) 3, 765,000 
. Field operations 2, 621, 274) 3,972,000} —182,954|) +553, 230) 4,342,326) +621, 674) 4, 964, 000 


12, 877, , 23016, 820, 000) —2, 531, 146/-+1, 029, pene as, 368, 553|-+-4, 031, 447/19, 400, 000 


~- She 


Warning and operations 


CO OND HM 


1 Obligations by individual activity estimated in order to reflect current organization. 


FEDERAL Civit DEFENSE ADMINISTRATION, EMERGENCY SUPPLIES AND 
EQUIPMENT 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: 
1. Medical supplies and equipment: 
(a) Emergency hospital 
(b) Medical and surgical 
(c) Blood and shock therapy 
(d) Other 


Total medical supplies and equipment 
2. Radiological and chemical warfare defense equipment. 
3. Warehousing and maintenance of stockpile 


Total obligations 47, 747, 306 
Financing: 


Comparative transfers from (—) other accounts —2, 333, 266 
Unobligated balance no longer available 1, 585, 960 


Appropriation (new obligational authority) 47, 000, 000 
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Program and financing 
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| 1957 actual | 1958 estimate 


Program by activities: 

1, Survival planning 

2. Research: 
(a) Warning and communications 
(b) Radiological defense __-___- 
(c) Engineering and nuclear testing. 
(d) Health and medical. __- 
(e) Damage assessment --- 
(f) Other 


Potal Gumgneens.. 2 25.2.5... <b ski- Soo ciara | 
Financing: 
Advances and reimbursements from other accounts 
Unobligated balance brought forward 
Unobligated balance carried forward 


RESEARCH AND DEVELOPMENT 


1959 estimate 





$5, 767, 241 


105, 558 
145, 000 

2, 147, 219 
20, 000 
301, 500 
110, 458 


$5, 121, 720 


856, 000 
730, 000 
1, 685, 147 
500, 000 
500, 000 
150, 000 


$1, 100, 000 
1, 160, 000 
2, 575, 000 

575, 000 
300, 000 
190, 000 





8, 596, 976 


—711, 000 
—6, 928, 843 
9, 042, 867 


—9, 042, 867 


1, 500, 000 |__-- 








Appropriation (new obligational authority)_........___- 
! 


10, 000, 000 





2, 000, 000 | 


4, 400, 000 


FepERAL Civit DEFENSE ADMINISTRATION, FEDERAL CONTRIBUTIONS 


Program and financing 


Program by activities: 

Attack warning 

SIIB. Si 0 oo acdc ce deusiornaeuueulls 
. Public safety services 

Medical supplies and equipment 

Education services 

Mass care equipment ____- 

Engineering supplies and equipment 

Construction and general equipment 

Preservation of vital records 


1. 

2. 
3 

4. 
5. 
6. 
qs 
8. 
9. 


Total obligations 
Financing: 
Unobligated balance brought forward 
Unobligated balance carried forward 
Unobligated balanee no longer available --_............-- 


Appropriation (new obligational authority) 


FEDERAL Civit DEFENSE ADMINISTRATION, 


1957 actual 


$1, 110, 928 
6, 303, 675 
441, 548 

1, 689, 584 


—8, 993, 082 
14, 021, 527 
217, 421 


1958 estimate 


$1, 318, 023 

6, 515, 538 

774, 882 

1, 977, 035 

885, 205 
168, 258 | 

788, 908 

1, 593, 678 


—14, 021, 527 
17, 000, 000 | 


1959 estimate 


$1, 800, 000 
7, 000, 000 
800, 000 

2, 000, 000 
1, 000, 000 
300, 000 

1, 200, 000 
2, 400, 000 
500, 000 


17, 000, 000 
—17, 000, 000 





Program and financing 


Program by activities: 
1, Administration 
2. Grants to disaster-affected areas..............-..------- 


Total obligations 
Financing: 
Reimbursements from other accounts 
Unobligated balance brought forward 
Unobligated balance carried forward 


Appropriation (new obligational authority) 





17, 000, 000 | 


DISASTER RELIEF 





1957 actual 


$383, 922 
15, 267, 966 


15, 651, 888 
—423 


— 22, 774, 372 


13, 122, 907 
6, 000, 000 


1958 estimate 


$485, 000 
19, 515, 907 


20, 000, 907 


—13, 122, 907 
18, 122, 000 


1959 estimate 


$473, 000 
17, 649, 000 


18, 122, 000 
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AMOUNT REQUESTED AND HOUSE ACTION 


Mr. Horan. For this fiscal year, 1959, Senator, we seated $19- 
400,000 for our operations of civil defense. We did not request funds 
for the delegate agencies initially because the procedure was adopted 
that the delegate agencies woudl include in their own budgets re- 
quests for the funds needed to support their respective assignments 
and delegations. 

The House has approved an $18 million appropriation for FCDA 
operations. Then by oral testimony taken from me, and from the 
delegate agencies it approved only $250,000 for these agencies. 

So today we are appealing to the Senate committee, urging that it 
restore the $1,400,000 in operations for the Federal Civil Defense 
Administration and $2,665,000 for the delegate agencies. 

Senator Sauronsrauy. Then do I understand that there are in- 
cluded in your appropriations $265,000 for work that is done by other, 
agencies of the Government ? 

Mr. Horex. $250,000, sir. 

Senator SALTONSTALL. $250,000? 

Mr. Horen. Yes, sir. ‘ 

Senator Satronstatu. So that for your own operations you want, 
back approximately $3, 750,000 ? 

Mr. Horeu. No, sir. If I may state it correctly the House appro- 

riated for civil defense operations $18 million and it appropriated 
$950. 000 for us to give to the delegate agencies for their per form 
ance of civil-defense delegations. 

Senator SatronstaLyL. That is what I understand. 

Mr. Horeu. It gave us $18,250,000 for the two purposes. Now, 
the delegate agencies in this ‘amended budget request, sir, ask for, 
a total of $2,915, 000. 

Senator Satronsraty. So that $2,915,000 is for delegated work 
instead of the $250,000 that was allow ed? 

Mr. Horcu. Yes, sir; and $19,400,000 for our operations instead 
of the $18 million w hich the House has a proved. 

Senator Satronsrauy. Off the record for @ minute. , 

(Discussion off the record. ) 

Senator SatronsTaLu. Then, Governor, what we would like to have 
justified first, so that these people will not have to come up again, if 
we do not finish, would be the Housing and Home Finance Agency, 
the Post Office Department, the Corps of Engineers, the Department 
of Commerce, the Department of Labor, and the Department of 
Health, Education, and Welfare. 

Am I correct? 

Mr. Horen. Yes, sir. 

Senator SatronsraLu. Let us start, then, with the Housing and: 
Home Finance Agency. 
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Sauarres AND Expenses, Crvi, Derense Founorions or FEpERAL 
AGENCIES 


HOUSING AND HOME FINANCE AGENCY 


STATEMENTS OF M. CARTER McFARLAND, ACTING ASSISTANT 
ADMINISTRATOR, PLANS AND PROGRAMS; AND NATHANIEL J. 
EISEMAN, BUDGET ANALYST, HOUSING AND HOME FINANCE 
AGENCY 

BUDGET ESTIMATE 


Senator Satronstaty. Is Mr. McFarland here? 

Mr. McFartanp. Yes. 

Senator SatronstaLy. How much do you need in your department ? 

Mr. McFaruanp. We are asking for the carrying out and discharge 
of this delegated function $200,000, Senator. 

Senator SE cdemeana $200,000. 

Mr. McFartanp. $200,000. 

Senator SauronstatL. What do you need that for? 

Mr. McFartanp. May I make a distinction first? The $200,000 
actually includes money to carry out delegations from the FCDA 
as well as our delegation from the ODM. We have both. I hate to 
add further confusion to this. 

Senator SatronstatL. Do you mean from—say that again, please. 

Mr. McFartanp. The Housing Agency has delegations from both 
ODM and FCDA. This$200,000 includes both. 

Senator SatronsTa.. I see. 

Mr. McFartanp. That is in an amount of, roughly, $120,000 for 
Civil Defense and $80,000 for ODM. 

Senator SatronsTaAuu. Yes. 

What is that money to be used for? It is entirely requested, of 
course, in civil defense. 

Mr. McFaruanp. It is very difficult, as a practical matter, to dis- 
tinguish what we do for ODM and Civil Defense, because they really 
merge. 

Sanson Sautonstauy. All right. What is the money wanted for? 


ADDITIONAL PERSONNEL 


Mr. McFaruanp. The money is asked for so that we can hire some 
additional people. We have nobody except people we are taking from 
other programs now to work on this business—this very difficult busi- 
ness of identifying what it is we are to do and developing plans in 
considerable depth. This is money that would be spent to hire a 
small cadre of staff to work full time on this thing, to try to push 
our fae and our state of readiness to the point that both ODM 
and FCDA tell us they want it. 


PREPARED STATEMENT 


At the present time, after working on this with a very small staff, 
as I say, not directly paid for this purpose, we got to the point, I think, 
of identifying pretty well what it is they want us to do, both ODM 
and FCDA. We think we know what the job is. We have it here, 
if you would like me to put it in the record. 
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Senator Satronstauu. I would like you to put it in the record. 
(The information referred to follows :) 


Housing AND HOME FINANCE AGENCY 
DEFENSE PLANNING ACTIVITIES 


The Housing and Home Finance Agency has important and far-reaching 
responsibilities for nonmilitary defense readiness. Based on its delegations 
and supplementary assignments from the Federal Civil Defense Administration 
and the Office of Defense Mobilization, the Agency is responsible for : 

1. Emergency lodging in ewvisting structures during the survival period.— 
In an immediate postattack period, HHFA will have the principal responsi- 
bility for the provision of emergency lodging for survivors left without housing. 
This function will be performed by local emergency housing services which will: 
(a) determine the number of people left without housing by the attack; (b) de- 
termine the suitability and capacity of nonresidential structures to serve a8 
lodging accommodations; (c) determine the capacity of the remaining undam- 
aged and damaged housing supply to serve as an emergency lodging resource ; 
(d) maintain registers of vacancies in surviving housing; (e) arrange for the 
referral or billeting of displaced persons; and (f) act as a local claimant for 
additional housing required to meet unfilled needs. Working through State 
and local governments, HHFA also has responsibility, in advance of an attack, 
for providing assistance and leadership in the development of emergency hous- 
ing services as a part of local civil-defense plans. 

2. Provision of additional emergency structures to house the surviving popu- 
lation.—This will include stockpiling, emergency construction, and provision to 
damaged communities of additional housing needed in the form of tents, tempo- 
rary barracks, trailers, demountable housing and other types of structures. It 
will also include the emergency repair of damaged structures and the conversion 
of nonresidential structures where possible and needed. Included in this respon- 
sibility are the design and development of the types of emergency lodging facili- 
ties most appropriate for use in the survival period in view of probable available 
materials, transportation, and manpower. 

3. Emergency repair and restoration of damaged community facilities.— 
HHFA will also be responsible for the repair and restoration of community 
facilities supporting housing, particularly water and sewer systems damaged by 
enemy attack, and for planning in advance a program to carry out this mission 
including plans for stockpiling such materials and equipment as may be needed. 

4. Provision of housing and related community facilities needed to support the 
country’s industrial recovery after attack—HHFA will be responsible for pro- 
viding the basic housing and related community facilities needed to support recov- 
ery and maintenance of the country’s industrial production after enemy attack 
and for planning in advance the details of such a program. This will include the 
construction or reconstruction, through private or public means, of the housing 
and related community facilities essential to industrial warworkers; the admin- 
istration of such controls over occupancy and price as may be needed to assure 
their most efficient utilization ; and the administration of standards and controls 
over land planning and utilization and, where necessary, the control and restora- 
tion of damaged sites to make them suitable for building. 

5. Estimation of critical materials requirements, administration priorities, ané 
allocation and performance of the claimancy function in connection with wartime 
lodging, industrial housing, and community facilities needs.—During the past 3% 
years HHFA has, with the limited staff which could be made available, made 
significant progress toward an identification and clarification of its defense mis- 
sion. It has participated with FCDA, ODM, and other agencies of Government in 
development of the housing portion of the classified listing of emergency action 
steps. It has participated in the annual Operations Alert and other mobilization 
exercises. 

While progress has been made, the Agency is far from ready at this time to per- 
form its emergency nonmilitary defense mission. There is a substantial differ- 
ence between the broad identification of actions which would need to be taken 
and the actual readiness to take these actions in times of stress and perhaps panic. 
What is needed is more than a checklist of items. What is needed is a series of 
detailed operating plans with a group of people (and alternates) who thoroughly 
understand the plans and are trained to carry them out. 
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To put the HHEA in a position of operational readiness with regard to its non- 
military defense mission, the following are among the things that must be done: 

1. Development of detailed plans for carrying out the defense responsibilities 
and programs listed above, including the necessary research on the types of 
dwelling units most efficient, economical, and portable for use as emergency 
lodging ; 

2. Drafting of all standby legislation, Executive orders and other documents 

‘needed to create the authority necessary to carry out the emergency programs 
which are being planned ; 

38. Drafting of all operating instructions, procedures, and regulations neces- 
sary to implement the emergency housing programs, including development of 
pamphlets and manuals for instruction of local civil-defense workers; 

4. Development of the emergency organization, both at headquarters and in 
-the field, necessary to discharge the emergency housing functions; 

5. Identification and training of personnel to carry out the emergency mission. 
(Most personnel to be identified and trained for emergency roles would come 

‘from the HHFA’s present staff, but an essential supplement must come from the 
appointment and training of an Executive reserve. ) 

6. Periodic testing, under simulated emergency conditions, of the emergency 
housing plans which are developed ; and 

7. Continual review and adjustment of the emergency operating plans to keep 
them up to date with the constantly advancing techniques of modern war and 
changing strategic assumptions. 


DEVELOPMENT OF STANDBY LEGISLATION 


Mr. McFartanp. What we need now is go beyond the identification 
of the job and, if I may say so, to implement the job—to get the 
standby legislation developed and drafted and get the instructions 
drafted. 

Senator Satronstatu. How big a staff will it take? 

Mr. McFartanp. Just a minute. 

Twelve man-years in the Administrator’s Office and 6 or 7 each 
‘in the Public Housing Administration and Federal Housing Admin- 
istration. 

Senator Satronsrau, So that would be 26 new positions. 

Mr. McFartanp. Man-years; yes, sir. 

Senator Satronstatu. That 1s 26 new positions. 

Mr. Eseman. Approximately 24 to 26 man-years: Twelve man- 
years in the Office of the Administrator, including the Community 
~Facilities Administration and the Urban Renewal Administration, 
and approximately 6 to 7 man-year each in the Federal Housing 
Administration and the Public Housing Administration. The $200,000 
_request covers the entire Housing and Home Finance Agency. 


TOTAL ADDITIONAL POSITIONS 


Senator Satronstat.. What [ am trying to get is how many people. 

Mr. McFartanp. Closer to 40, I think. 

Senator SarronstaLi. How many people? 

Mr. Exseman. I think in the range of 40 to 45 positions. 

Seantor Satronstati. You would need 40 to 45 new positions ? 

Mr. McFaruanp. For the entire agency. 

Senator Satronsrauu. To cover what you believe the proper plans, 
to draw the plans, to draw the legislation ¢ 

Mr. McFaruanp. Finalize the plans and legislation, the operating 
‘instructions, and so on, that are implicit in getting ready to do this 
‘job as distinct from just knowing what it is. 

Senator Satronstatu. In other words, you have not started to do 
the job yet ? 
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Mr. McF aruanp. ‘I think that is accurate, sir. 
What we have done so far for the last 3 or 4 years, working under 
these delegations, with very limited staff, and performing various 
operations, I think, has now come to a fairly definite understanding of 
what itis. This involved fairly substantial progress. We now, I think, 
have identified the job. 

Senator Savronstauu. Is this work new work that you would not 
ordinarily do in connection with your own agency work? 
Mr. McFaruanp. Yes, sir. 


eee eee 










DEVELOPMENT OF EMERGENCY BILLETING PLAN 





































For example, the first item I have here is “development of emergency 
billeting plan,” to be carried out by local civil defense organizations 
in case bombs are dropped. This is not the sort of thing the agency 
does under its regular programs. We are not normally involved in 
utilization of housing resources under emergency conditions. This is 
quite different from the normal job of FHA mortgage insurance, and 
public housing and the rest. 

Senator SaAtronsTaLL. Governor, do you agree with what he said? 

Mr. Hore. Yes, sir; we do, and we would support it to the maxi- 
mum. 

Senator SauronsTauu. In other words, it has gone past the stage of 
theory, and now you come down to the place where you can actually 
try to draft plans for legislation ? 

Mr. McFartanp. What we would like to have are plans with all the 
implementing instructions and all the training of people to carry them 
out, make the plans ready, as distinguished from just talk. That is 
really what we are trying to do. 

Senator Sauronstauu. Thank you, Mr. McFarland. 


POST OFFICE DEPARTMENT 


STATEMENT OF PAUL R. ANDREWS, ASSISTANT TO CHIEF POSTAL 
INSPECTOR (ACTING) 


AMOUNT REQUESTED 





Senator Savronsratu. Now, the next one is the Post Office De- 
partment where $250,000 is requested. 

Is Mr. Andrews here? 

Mr. Anprews. Yes, Senator. 

Senator SavronstaLt. How do you estimate $250,000 is needed 
and what are you going to do with it 

Mr. Anprews. Senator, the Post Office Department has agreed with 
Federal Civil Defense Administration to assist in the planning and 
operation of the registration and information program in the event 
of an emergency, and as a vital part of that program is the establish- 
ment of central postal directories, which we feel would be a most 
essential item in an emergency in order to locate people and help 
reunite families, which we consider as perhaps the prime moraie fac- 
tor. And in order to do that the Post Office Department has devised 
a card form, and I have a sample here, which would form the basis 
of this central directory and in order to stockpile, distribute and 
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place in strategic locations for use in the event of an emergency 
would require initially approximately 125 million of these forms. 


PURPOSE OF REQUEST 


This $250,000 would provide for the procurement and strategic 
stockpiling of these forms throughout the country and also rovide 
approximately $15,000 to cover the printing of a handbook to be 
issued jointly by FCDA and the Post Office epartment to instruct 
postal people and civil defense people locally in just what constitutes 
registration and information services, what services would be avail- 
able to them in the event of a disaster and to train and to guide our 
people throughout the country and all of our post offices in just what 
they may do during an emergency. 

Senator Satronstaty. Then your $250,000 is to be spent, you might 
say, on 1 operation, the stockpiling of the information blank so that 
people can know how to apply 1 standard form and the issuing of a 
manual to all of your post offices through the country. 

Mr. Anprews. That is correct, sir. 

Senator Sanronsratt. To know how to operate it ? 

Mr. Anprews. Yes, sir. 

Senator Sarronsrauu. It is a one-time operation. When that op- 
eration is done that could be stockpiled, so to speak 

Mr. Anvprews. This particular item is a one-time item; yes. 

Mr. Horeu. We support that to the fullest, Mr. Chairman. 

Senator SatronstaLu. Have you studied this form? 

Mr. Horcu. Yes. We worked with them on it constantly, and we 
of course delegate the job, sir, and then we work with them to help 
perfect and coordinate it within the civil defense, of course. 

Senator Sanronstau. This, of course, Mr. Andrews, is not work 
you would ordinarily do in connection with the Post Office? 

Mr. Anprews. We feel that the Post Office has a vital part in any 
emergency to restore communications. 

Senator Satronstatu. This form is not a form you ordinarily use? 

Mr. Anprews. This is a specially devised form, sir, that would be 
used only in event of emergency. 

Senator SatronsraLu. We will put that form in the record. 

Mr. ANprews. Fine, sir. 

(The card form referred to follows :) 


PRINT ABOVE: (Last a First name) (Middle name or inti 


YOUR PRE-EMERGENCY | YOUR PRE-EMERGENCY ADORESS(Print below)  —s_ below) YOUR PRESENT ADDRESS int below) 


ie i 
een er 


Complete and mail this card at once in order A SEPARATE LOCATOR CARD IS REQUIRED FOR EACH 
thet the Peet Office con lecete you ond fereand PERSON OR ESTABLISHMENT RECEIVING MAIL. 
your letter mail. Submit « new card promptly every time you change | 
your address. NO POSTAGE REQUIRED. 


na MAIL FORWARDING ORDER | 
EMERGENCY CHANGE OF ADDRESS 


an 1000 
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U.S, POST OF FICE CEPARTMENT 


PENALTY FOR PRIVATE USE TO AVOID 
OFFICIAL BUSINESS 


PAYMENT OF POSTAGE, $300 


(Official card for use ONLY in 
Civil Defense Emergeacy as 
indicated on reverse side) 


opis 


U.S. POST OFFICE 


MAILER: 


Fill in nome of City a 
ond Stete of your PRE- (City and Zone No.) 


EMERGENCY eddress. 





Senator SattronsTaLt. Have you any statement you wish to put in 
the record ? 

Mr. ANprews. No, sir, no other than what I have made. 

Senator SatronstaLy. Thank you very much. 


CORPS OF ENGINEERS 


STATEMENT OF RAY F. STELLAR, ACTING ASSISTANT CHIEF OF 
CIVIL WORKS FOR CIVIL DEFENSE, CORPS OF ENGINEERS 


AMOUNT REQUESTED 


Senator Sattonstaty. Now, the Corps of Engineers, Mr. Stellar. 
Is he here? 

Mr. Srecuar. Yes, sir. 

Senator SattonstaLt. Now, Mr. Stellar, you asked for $130,000, in 
the civil functions of the Corps of Engineers. What is that money? 
How are you going to use that money ? 

Mr. Sretiar. Well, sir, this $130,000 is primarily for personal serv- 
ices to start a new survey task, a new planning task for FCDA under a 
recent delegation, sir. 

Senator Sarronsraty. What is that planning task? 

Mr. Sretiar. That planning task is to develop ways and means to 
marshal and utilize engineering and construction resources to cope 
with the postattack situation of oe engineering activity. If I 
may eal a brief statement, sir, I can give you the sense of this 

uickly. 
Senator SauronstaLL. We will put the statement in the record and 
you can summarize it. 

Mr. Sreiuar. Yes, sir. 


SUMMARY OF ACTIVITY 
First, a census would be compiled and maintained of construction 
contractors, major construction equipment, engineering design firms, 


and construction materials available for civil defense emergency opera- 
tions. These data would be listed by States and target areas. 


25300—58—pt. 1——_14 
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Secondly, at appropriate locations factual data would be developed 
and maintained, including general location drawings of public utili- 
ties, facilities, and services nec essary for the recovery effort. 

Finally, and most importantly, Senator, general operational plans 
would be prepared for the most effective utilization of the Nation’s 
engineering and construction resources for emergency repair, restora- 
tion, and provision of communications, hospitals, utilities, transpor- 

tation facilities, public buildings and other facilities, necessary 
generally to survival and rehabilitation. These plans would be de- 
veloped on a State- by-State and target-area basis. 

They would include a work able organizational setup and proce- 
dures for the States, their political subdivisions, and the FCDA to 
avail themselves expeditiously of any available engineering and con- 
struction resources for rehabilitation actions. 


MOBILIZATION ITEM 


Senator SatronstaLtut. Now, Mr. Cooper calls to my attention the 
fact that the Bureau of the Budget had originally provided for 
$130,000 for the civil defense and $1 30,000 more for your mobilization. 
Now, your mobilization is not in this amount, is it # 

Mr. Srexxar. No, sir. The mobilization item to which you refer, 
is another delegate agency activity from the ODM, which is entirely 
separate from this $130,000. 

Serres SALTONSTALL. Where is that included? 

Mr. Sreciar. That is under another committee, sir. 

Senator SatronstaLL. That is being discussed, then, in the Public 
Works Appropriations Committee? 

Mr. Sretxar. That is correct, sir. 

Senator SauronsraLLt. And your appropriation really will be sep- 
arated, then? ‘ 

Mr. Sretxiar. It will be separated, now, sir. Just by coincidence 
there are these 2 items of $130,000 each, but they are entirely sep- 
arate. 

Senator SauronstTauy. I understand. So the $130,000 of mobiliza- 
tion is now in the public works appropriation ? 

Mr. Sretiar. That is correct, sir. 

Senator Savronsrat. And the $130,000, sir, is in the civil defense 
appropriation ? 

Mr. Sretiar. That is correct, sir. 

Senator Sarronsratu. For the planning? 

Mr. Sretxiar. That is correct. 


OPERATIONS AT FIELD LEVEL 


If I might take another minute to delineate what we are going to 
do with the $100,000 at the field level, sir, because your State happens 
to be involved: 

In Massachusetts, sir, a pilot census would be made of construction 
equipment and construction contractors. We are finalizing our forms 
for this purpose, copies of which I have here should you wish to see 
them. As soon as satisfactory procedures would be indicated, this 
census would be extended to other States in New England. Our 
target is the finishing of that in 1959. 
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Now, secondly, in your State of Massachusetts, because you are rela- 
tively well advanced in State survival planning, but not completely 
advanced, we would develop there, sir, with the approval of FCDA, 
a statewide general operational plan for prompt and efficient use of 
construction resources. 

Namely, the plan would delineate from the State down to the local 
levels, who would do what in an actual emergency and more particu- 
larly, how the State, how the city such as Boston, and their various 
technical echelons, would obtain contractor assistance to initiate 
rescue and the many physical emergency recovery operations that 
would be involved. 

Senator Sauronstatyt. Let me ask you this, Mr. Stellar. - Your 
operation would be one that you would have to keep on from year to 
year to keep your list up to date and to keep up with the new methods 
and so on. 

Mr. Sretiar. Well, only in part, sir. I would say on construction 
equipment and constr uction materials that that census data should be 
revised possibly every 2 or 3 years. But the operational apparatus 
that we would develop on how to relate the State and city govern- 
mental echelons and tie them into construction industry assistance, 


I think once we develop that framework it should be relatively firm 
for a long time. 


PERSON NEL 


Senator SarronstaLu. How many new people will this take ? 

Mr. Sretiar. A total of 12 at the field level and 3 at the Washing- 
ton level for fiscal 1959. 

Senator SarronstTauL. Fifteen new people. And this, of course is 
work you would not do in connection with your ordinary work ? 

Mr. Sretiar. That is correct. It is entirely separate. 

Senator SauronsTaLL. Governor, are you satisfied ? 

Mr. Horan. These are essential services and we would urge you 
approve them. 

Senator Satronstauy. I should think that was one of the most 
essential. 

Thank you, Mr. Stellar. 

Mr. Sreviar. You are welcome, sir. 

Senator Sautronsraty. Now, I am afraid that we will dismiss the 
Department of Labor and ask them to come back, Governor, with 
you the next time because that is the biggest appropriation. 

Mr. Hore. Yes, sir. All right. 

Senator Sarronstatt. And we will let go the Department of 
Health, Education, and Welfare. We will hear the Department of 
Commerce and then we will adjourn for the day. 

If the Department of Commerce, Mr. Neilson, will come forward, 
we will let everybody else go. 

Thank you very much. I am sorry we did not get to you. 
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DEPARTMENT OF COMMERCE 


STATEMENTS OF OSCAR N. NIELSON, DIRECTOR, OFFICE OF BUDGET 
MANAGEMENT; ERNEST V. HOLMES, COORDINATOR, OFFICE OF 
EMERGENCY PLANNING; AND THEODORE P. GLEITER, CHIEF, 
BUDGET AND MANAGEMENT DIVISION, WEATHER BUREAU 


AMOUNT REQUESTED 


Senator Sauronsrauty. Allright. Now, Mr. Nielson, you are asking 
for $315,000. 

Mr. Niexson. That is correct, Mr. Chairman. 

Senator SautonsraLy. What is that money to be used for? 

Mr. Nretson. Mr. Chairman, there are two items which the Com- 
merce Department has requested. 

Senator SattonstaLt. Have you a prepared statement you want 
to put in the record ? 

Mr. Nretson. We do not have a prepared statement, Senator. 

However, I think it would be desirable, with the permission of the 
chairman, to insert pages 4 and 5 of the material that has been left 
with the committee in the record, as it relates to the Department of 
Commerce. 

Senator Satronsra. It is in the record already. 

What are you going to use the $315,000 for ? 

Mr. Nretson. There are two items; $300,000, which is for the 
Weather Bureau’s radioactive fallout forecasting program, which is 
considered one of the highest priorities in support of the entire civil 
defense program. 

FUNDS FOR WEATHER BUREAU 


Senator Satronsra... Is this all to go into the Weather Bureau? 

Mr. Nretson. The $300,000 is to go into the Weather Bureau. 

Senator SatronstTatit. Now, why will the Weather Bureau not do 
that in connection with their ordinary work? 

Mr. Nierson. Senator, we have a delegation from the FCDA in 
connection with this program and the financing of this project, as 
was mentioned to you earlier as being included in the Federal civil 
defense appropriations. 

Mr. Horeu. Under delegation. 

Mr. Nretson. Delegation from FCDA. 

Senator SatronsTALu. I understand that. 

What I am asking is this: Maybe I did not make myself clear. Why 
does the Weather Bureau not find out about this fallout in connection 
with their ordinary work ? 


PURPOSE OF PROJECT 


Mr. Nrerson. Senator, this particular project is creating quite a 
substantial additional workload in the Weather Bureau and would 
require additional appropriations in the Weather Bureau’s regular 
budget. 

Sein SarronsTaLu. In what way—new personnel ? 

Mr. Nretson. New personnel. This is also to handle services on a 
24-hour basis for FCDA at their headquarters in Battle Creek. Also 





















INDEPENDENT OFFICES APPROPRIATIONS, 1959 211 


there would be companies with the State organizations with respect 
to forecasts and fallout. 
Senator SatronstaLt. How many people will be necessary ? 
Mr. Nretson. There are = s.r vg. 43 people. 
Senator Satronstaty. That takes up what, $300,000 of the appro- 
priation ¢ 
Mr. Nretson. That takes up $300,000 of the appropriation. 
Senator Sartonstraty. In other words, $300,000 will go into 
personal services. 


Mr. Nretson. That includes “Personal services” and “Other objects.” 


OTHER OBJECTS 


Senator SauronsTaLL. What is the other $15,000 ? 

Mr. Nietson. The $15,000 is to cover 2 positions in the Office of the 
Secretary. An Assistant Coordinator for Civil Defense Planning, 
which would be a grade 14 and a secretary. 

Senator Sa,ronsTaLu. Why is that necessary ? 

Mr. Netzson. Senator, in connection with the total civil defense 
work of the Department of Commerce we find that it is essential in 
— out this program to have a coordinator at the departmental 

evel. 


Senator SatronstaLy. Why cannot one of your regular people do it 
and take it on? 

Mr. Nietson. Senator, in the Office of Secretary appropriation, we 
have very little leeway for hiring additional people or providing for 
added workload, and we felt that we just had to have additional funds 
if we were going to carry out this essential activity. 

Senator SALTONSTALL. Governor, are you satisfied with that? 


RADIOACTIVE FALLOUT FORECASTING 


Mr. Horeu. Senator, I would like to state that this radioactive fall- 
out forecasting is most essential. 

Senator SatronsTa.u. Say that again, sir. 

Mr. Hogecu. I would like to say that this radioactive fallout fore- 
casting is most essential. 

Senator SattonsTa.L. I agree with you. 

Mr. Horen. And I certainly urge that:you approve it. I think it is 
one of the most essential that there 1s. 

I think there is one thing that you might have overlooked ; that is, 
you are putting into each region of the Federal Civil Defense one 
meteorologist, which is quite essential, sir. 

Mr. Nretson. That is correct, Governor. 

Senator Sauronsrauu. Mr. Nielson, the maritime activities and the 
Bureau of Public Roads, which are also in the Department of Com- 
merce are not included in this appropriation ? 

Mr. Nretson. That iscorrect, Mr. Chairman. 

Senator SatronsTatu. Where arethey to be. financed ? 

Mr. Nietson. In connection with the Bureau of Public Roads, they 
will require an amount 

Senator SatronstTa.u. I do not care to know. But is that being fi- 
nanced 
Mr. Nietson. That will be financed. 
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Senator Satronstauu. In the Public Works budget ? 

Mr. Nrexson. No; it will be financed within our regular appropria- 
tions for the Department of Commerce. 

Senator Sauronsta... I see. 

No new money is requested ? 

Mr. Nietson. No new money is requested. 

Senator Satronstauy. And there is no new money requested in the 
marine activities? 

Mr. Nretson. That is correct, sir. 

Senator Sarronsrauy. And how about the mobilization expenses? 

Mr. Nrexson. In connection with the mobilization expenses, those 
items are included in the regular appropriation request of the Depart- 
ment of Commerce. 

Senator SatronstTaLL. So the only new money in the Department of 
Commerce, then, is the $315,000, of which $300,000 goes to the Weather 
Bureau and its forecast activities and $15,000 goes for one new man 
in the Department of Commerce and a secretary # 

Mr. Nietson. That is correct, sir. 

Senator SALTONSTALL. And, Gover nor, you said you were satisfied 
with that ? 

Mr. Horan. Yes, sir. 

Senator SatronstaLL. Thank you. I think we will let the other wit- 
nesses go. 

The subcommittee will stand in recess until next Thursday. 

(Whereupon, at 4:55 p. m., Wednesday, April 30, 1958, the subcom- 
mittee recessed, to reconvene on Friday, May 9, 1958.) 
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FRIDAY, MAY 9, 1958 


Untrep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10:30 a. m., in room 
F-82, the Capitol, Hon, Everett McKinley Dirksen presiding. 
Present: Senators Dirksen and Robertson. 


Hovustne AND Home Finance AGENCY 


STATEMENT OF HON. JOHN J. SPARKMAN, A UNITED STATES 
SENATOR FROM THE STATE OF ALABAMA 


FARM HOUSING RESEARCH 


Senator Dirksen. The subcommittee will come to order. 

We will have all outside witnesses this morning. 

Senator Sparkman, I think you are the initial witness, and it would 
appear that you would like to testify on farm housing research in the 
Housing and Home Finance section of the independent offices bill. 
We will be delighted to hear you. 

Senator Sparkman. Thank you, Mr. Chairman. 

Let me.say that I have sought this opportunity to apes before 
this subcommittee in order to ask that. an appropriation be made to 
finance a program of farm housing research authorized by section 
603 of Public Law 85-104, 85th Congress, the Housing Act of 1957. 

I am sure that no Senator who serves as a member of this subcom- 
mittee is unaware of the problems which, farmers and rural families 
have in securing adequate farm housing. Practically every housing 
survey we have had shows that some of the worst residential slums 
are on our Nation’s farms, and, despite the valiant efforts of many 
Members of the Senate and the House of Representatives, we have 
made little if any progress in alleviating this condition. 

For some reason, which I must confess I do not understand, the 
FHA insurance programs and even the VA guaranty program do 
not seem to apply equally in rural and farm areas as they do in urban 
centers. We have established the Farmers’ Home Administration in 
the Department of Agriculture, and we have authorized the VA direct 
home loan program which have made some centribution to the prob- 
lem, but have certainly not solved it. 


INADEQUACIES OF FARM HOUSING LEGISLATION 


In order to find out more about the inadequacies of our legislation 
affecting farm housing, the Congress last year enacted section 603 (a) 
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of Public Law 85-104. This section of the Housing Act of 1957 au- 
thorizes and directs the Administrator of the Housing and Home 
Finance Agency to undertake and carry out a program for the study 
of farm housing. 

Mr. Chairman, I am offering a copy of section 603 (a) of the Hous- 
ing Act of 1957 as exhibit A. 

Gaanter Dirksen. Without objection, it will be inserted in the 
record. 

(The material referred to follows :) 


[Excerpt from the Housing Act of 1957] 


AUTHORIZATION OF FARM HOUSING RESEARCH 
(Public Law 85-104, 85th Cong., 71 Stat. 294, 304) 


FARM HOUSING RESEARCH 


Sec. 603. (a) The Housing and Home Finance Administrator is authorized 
and directed to undertake and carry out a program, in the manner provided in 
subsection (b), for the study of farm housing in the United States. Such pro- 
gram shall be designed to assist in the improvement of farm housing conditions 
in the United States by developing data and information on— 

(1) the adequacy of existing farm housing; 

(2) the nature and extent of current and prospective needs for farm 
housing, including the needs for financing and improved design, utility, and 
comfort, and the methods by which such needs might best be satisfied ; 

(3) the problems faced by farmers in purchasing, constructing, improv- 
ing, altering, repairing, and replacing farm dwellings ; 

(4) the interrelation of farm housing problems and the problems of hous- 
ing in urban and suburban areas; and 

(5) any other matters bearing upon the provision of adequate housing for 
the farm population of the United States. 

(b) The research, study, and analysis required to carry out the program de- 
scribed in subsection (a) shall be conducted by land-grant colleges established 
pursuant to the Act of July 2, 1862 (7 U. S. C., secs 301-308), and such research, 
study, and analysis shall be financed with grants made to such colleges by the 
Housing and Home Finance Administrator on such terms, conditions, and stand- 
ards as may be specified in regulations prescribed by him. 

(c) The authority of the Housing and Home Finance Administrator to make 
grants under subsection (b) shall expire June 30, 1959; and the total amount of 
such grants shall not exceed $300,000 during either of the fiscal years ending 
June 30, 1958, and June 30, 1959. 

(d) There are authorized to be appropriated such sums as may be necessary to 
carry out this section. 

PROVISIONS OF ACT 


Senator Sparkman. The Administrator is directed to develop data 
and information on— 

1. The adequacy of existing farm housing; 

2. The nature and extent of current and prospective needs for farm 
housing, including the needs for financing and improved design, util- 
ity and comfort, and the methods by which such needs might best be 
satisfied ; 

3. The problems faced by farmers in purchasing, constructing, im- 
proving, altering, repairing and replacing farm dwellings; 

4. The interrelation of farm housing problems and the problems 
of housing in urban and suburban areas; and 

5. Any other matters bearing upon the provision of adequate hous- 
ing for the farm population of the United States. 

While the research is to be financed by Federal appropriations, the 
actual research study and analysis required to carry out the program 
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described above is to be conducted by land-grant colleges. In order 
to finance this research program, the Congress authorized $300,000 
for each of the fiscal years ending June 30, 1958, and June 30, 1959, 
respectively. 

FUNDS IN SUPPLEMENTAL FOR 1958 


No funds were carried for this program in the Independent Of- 
fices Appropriation Act for 1958. However, the Supplemental Ap- 
oropriation Act for 1958, Public Law 85-170, did carry an item for 
75,000 to carry out the provisions of section 603. I like to feel that 
I was at least partly responsible for this appropriation, in that it was 
included in the Senate bill and taken to the conference at my urging 
as the record will show. 

I am pleased to be able to report that the Administrator of the 
Housing and Home Finance Agency, in order to implement the pro- 
visions of section 603, has convened a farm housing research advisory 
group. This farm housing research advisory group was requested to 
make, and has furnished to the Administrator, recommendations for 
a suitable study program to be carried out by the land-grant colleges. 
Their recommendations in the main have been followed by the Admin- 
istrator. 

At this point I would like to furnish for the record a copy of a 
memorandum dated March 24, 1958, which indicates the objectives of 
the program, the procedures to be followed, and the organization of 
the research program. I have marked that “Tab B.” 

Senator Dirksen. It will be included. 

(The memorandum referred to follows:) 


HovusING AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., March 24, 1958. 


MEMORANDUM 

To: Albert M. Cole. 
From: M. Carter McFarland. 
Subject : Farm housing research program : Study of the financing of farm housing. 

I recommend that you approve undertaking a study along the lines of the fol- 
lowing project proposals developed in consultation with economists represent- 
ing land-grant colleges in the four agricultural research regions and technical 
staff of the Department of Agriculture. 


OBJECTIVES 


1. To examine and evaluate the institutional framework of existing sources of 
credit for the construction and/or improvement of farm homes. 

2. To examine and evaluate the practices and uses of existing credit facilities 
by farm families, and to determine their adequacy in terms of the needs of farm 
people. 

3. To determine the extent to which farm housing, within the ability of farm 
people to pay, is not now available due to inadequacy of farm housing credit 
facilities. 

4. To reveal possible refinements and improvements needed in existing farm 
housing credit institutional policies and practices to meet the needs of farm 
people. 

JUSTIFICATION 


It is generally believed that there is a need and desire for better housing on 
the part of a high proportion of farm families throughout the country. The 
problem is more acute in some areas than others. Lack of suitable financing is 
thought to be one of the major obstacles to improved farm housing. This in- 
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volves financing being not readily available, and limitations imposed in making 
loans for farmhouse improvement and for new construction. 

The overall financing problem has two important and separate aspects; one 
is that of institutional policies and practices, and the other is that of consumer 
needs and desires, and their reluctance or inability to utilize existing credit 
facilities. 

Although there is considerable general knowledge concerning existing poli- 
cies, there is little information available concerning institutional experiences 
and varying practices. There are many ramifications of this concerning such 
variables as geographic regions, types of farming, sources of income, age dis- 
tribution, educational status, etc., of farm people. In addition, there is practi- 
eally no information available on farm housing credit obtainable and used 
through merchant credit sources, landlords, and private individuals. In short, 
there is little factual information available concerning who is making various 
types of farm housing loans, and the purposes, costs, and terms under which 
such loans are being made. 

The second major aspect of the problem centers around the peculiarities of 
the farmer as a borrower, which farm families are making capital improve- 
ments, their quality, and how farmers go about financing them. A highly sig- 
nificant related problem concerns that part of the farm housing improvement 
need that is not being met, and why this improvement is not being made. 


PROCEDURES 


Because of the limited nature of the budget available for this study, it is 
recommended that a comprehensive study be made of only one type of farming 
region, supplemented by smaller studies in two different “control” regions. Since 
other studies have shown that the major problem with regard to farm housing 
exists in the Cotton Belt of the Southeastern States (primarily the States of 
Mississippi, Alabama, Georgia, and South Carolina), it is recommended that 
the comprehensive study focus on this region. To obtain contrast, it is recom- 
mended that two “control” studies, on a small scale, be undertaken in the small 
grains or wheat regions and the Corn Belt. 

Two methods would be utilized in obtaining the data and information required 
in this study. The information sought concerning the institutional framework 
of the existing sources of credit for the construction and/or improvement of 
farm homes would be obtained through unstructured interviews on a relatively 
broad basis in the several study areas. Not only would the different types of 
institutions (e. g., commercial banks, insurance companies) be studied but other 
sources of credit such as merchants (building and contract firms, mail-order 
houses, and the like) and individual lenders would be analyzed. Special at- 
tention would be given to the loan programs of Government agencies. Policies 
and practices of these institutions and agencies would be studied at the differ- 
ent levels, national, State and local. 

The findings of this aspect of the study, giving both “policy” and “loan ex- 
perience,” would be analyzed and reported in summary form. 

The information concerning practices and uses of the existing sources of 
eredit by farm families would be obtained through structured interviews, sam- 
pling a representative group of these families in the Cotton Belt region, and, 
if feasible, the same sampling techniques would also be used in the other two 
areas. Approximately 2,000 families would be interviewed, with the bulk of 
them being in the Cotton Belt, but a sufficient number in the other two areas to 
present at least a general picture of the practices there. 

The sampling would include both families who have undertaken new construc- 
tion and/or improvements on their farm homes and families who have not. The 
interview would unertake to determine what housing improvements or new con- 
struction the farmers believe are important to them; what they have done in the 
recent past and plan to do in the near future—its cost, financing, and how per- 
formed ; what they do not expect to do even though it is important to them and 
what are their principal deterrents. (It would be desirable to supplement the 
farmers’ views on these questions with an evaluation of the actual condition and 
quality of housing by technically expert interviewers. This probably would not 
be feasible in this survey of financing, however, since it is doubtful whether 
there are generally accepted “objective standards” and survey techniques for 
classifying the condition and quality of farm housing). The interviews and sub- 
sequent analysis would give due consideration to the problem of the ability of 


farm people to pay and the fact that many of them perform much of the labor 
themselves. 












































INDEPENDENT OFFICES APPROPRIATIONS, 1959 217 





It is considered likely that it will be found more practical and economical to 
subcontract the actual field interviewing to an agency or firm specializing in 
this work. The experimental station primarily responsible for the project 
would, however, maintain responsibility for planning the survey, including the 
development of the schedule, the pretesting, any necessary posttesting and the 
analytical work that will follow. (The 1 station probably would handle all of 
this work for the 3 areas). Upon completion of this analysis a report would 
be prepared summarizing the results. 

Finally, the results of the analysis of institutional policies and procedures 
would be considered in the light of practices and uses of credit facilities on the 
part of farm families for the purpose of revealing possible refinements and 
improvements needed in existing farm housing credit facilities. In this final 
analysis pertinent related data, such as the data available in the National Hous- 
ing Inventory of 1956, also would be utilized. 

Because of the stipulation in both the Housing Act and the budget authoriza- 
tion, the study should be limited to farm families. 


ORGANIZATION 


It is suggested that the primary responsibility for this study and the prepara- 
tion and publication of the final report of its results be placed at Alabama Poly- 
technic Institute for two reasons: (1) this institution has indicated that it has 
both the staff and facilities to undertake his work, and (2) his institution is 
ideally located geographically for the work because it is located in the region 
on which the study is primarily focused. 

It is also suggested that the agricultural experiment stations of Missouri and 
Colorado be selected for undertaking the examination and evaluation of the lend- 
ing institutions selected for this study in the two “control” areas suggested. 

It is understood that representatives of the housing research center at Cornell 
University have indicated willingness to consult with the staff of Alabama 
Polytechnic Institute when their assistance is required in the planning or anal- 
ysis phases of this study. 


BUDGET 


Below is a rough estimate of the cost of performing this work : 


Alabama Polytechnie: Inetitebetiiciis cee ste ee $50, 000 
CHROOT REED: CE SING ee ici Sie edn cisacbnsthialiempnistcnbibiicitebiediaines aameeamna 5, 000 
Golerado: State Wnmiveemity ge ce ee ee 5 


Total 


It is understood that the special tabulation to be obtained from the National 
Housing Inventory, estimated at $1,000, together with the cost of any special 
tabulations requested from the Farmers Home Administration would be taken 
care of under the budget allocation to the Alabama Polytechnic Institute. 


CONSULTANTS 


Prof. GLENN H. Beyer, housing research center, Cornell University, Ithaca, N. Y. 

Dr. Ben LANHAM, department of agricultural economics, Alabama Polytechnic 
Institute, Auburn, Ala. 

Dr. FRANK Miter, University of Missouri, Columbia, Mo. 

Dr. Rex D. ReunserG, Colorado State University, Agricultural and Mechanical 

College, Fort Collins, Colo. 


M. CarTteR MCFARLAND, 
Acting Assistant Administrator, 
Division of Plans and Programs. 


RECOMMENDATIONS OF STUDY GROUP 


Senator Sparkman. As you will see, it has been recommended that 
a comprehensive study be made of 1 type of farming region, supple- 
mented by smaller studies in 2 different control regions. 

As one of the major problems with regard to farm housing exists 
in the Cotton Belt, it has been recommended that the comprehensive 
study focus on this region. 
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The two control studies will be undertaken in the small grains or 
wheat regions and the Corn Belt. 

The actual research work will be carried on by Alabama Polytech- 
nic Institute, the University of Missouri, and Colorado State 
University. 

COST OF RECOMMENDED WORK 


The following is a rough estimate of the cost of performing this 
work: Alabama Polytechnic Institute doing the major job in the 
cotton region, $50,000; University of Missouri and Colorado State 
University, each doing one of the control jobs, $5,000 each, making a 
total of $60,000. It is probable that the remainder of the $75,000 
appropriation will be used for administrative expenses. 

I hope that what I have given you thus far will be sufficient back- 
ground to provide an understanding of the necessity for farm hous- 
ing research, the limited progress made to date with the funds avail- 
able, and the manner in which the research program is progressing 
and will be carried out in the future. 

May I call to your attention that the authorization provided in 
1957 was for $300,000 for each of the fiscal years of 1958 and 1959. 
The Independent Offices appropriation bill, H. R. 11574, is the subject 
of these hearings this morning. It is this bill which should carry the 
appropriation authorized by Public Law 85-104. 

I want to take this opportunity to ask this subcommittee to appro- 
eye the $300,000 authorized for the coming fiscal year for farm 

ousing research. I can assure you gentlemen that it is needed and 
that it can be used effectively to produce the kind of data and informa- 
tion the Congress needs to write effective farm housing legislation. 


LETTER FROM ADMINISTRATOR 


The research program is just now about to get underway as evi- 


denced by a copy of a letter from Mr. Albert Cole, the HHFA Ad- 
ministrator, to Dr. E. V. Smith, director of the agricultural experi- 
ment station at Alabama Polytechnic Institute, which I have included 
and marked “Tab C.” 

Senator Dirksen. It will be included in the record. 

(The letter referred to follows :) 


Hovustne AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., April 2, 1958. 
Dr. E. V. SmirH, 
Dean, School of Agriculture, and Director, Agricultural Experiment Sta- 
tion, Alabama Polytechnic Institute, Auburn, Ala. 

Dear Dr. SmitH: This is with further reference to the making of grants to 
land-grant colleges for farm housing research pursuant to section 603 of the 
Housing Act of 1957. 

After further consideration, and as previously indicated to you, I believe 
that the study of the financing of farm housing, as recommended by the Advisory 
Committee, is the best use for most of the limited funds available this year for 
the program. I also approve undertaking the project in this field along the lines 
set forth in the attached memorandum. 

Since the project calls for the bulk of the work to be handled by the Alabama 
Polytechnic Institute and in the interest of getting the work started, we would 
appreciate it if you would submit as quickly ag practical a plan of approach, 
indicating : 

1. The phases of the study you would propose to undertake with your 
a a and the number and type of personnel who would be assigned to 
e task. 
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2. The phases of the study you would propose to undertake under contract 
with an agency or firm and if possible the name and qualifications of the 
proposed contractor. 
8. Proposed coverage for both phases of the work with an appropriate 
justification. 
4. Arrangements for coordinating the surveys made by the University of 
Missouri and Colorado State University as their parts of the study. 
5. Arrangements for obtaining special tabulations from the national hous- 
ing inventory and from the Farmers’ Home Administration. 
6. The timing proposed for the various phases of the project. 
7. Proposed publications or other means of presenting the results of 
the study. 
8. An estimated breakdown of all costs involved. 

The enclosed form of agreement for farm housing research grants is designed 
to give maximum freedom of action to land-grant colleges receiving a grant 
while giving essential protection to the Federal interest. We believe that it 
carries out the basic position expressed by the Advisory Committee and will, 
of course, consider any further suggestions. 

We will be glad to confer with you at any time that questions may arise. 
Mr. M. Carter McFarland, Acting Assistant Administrator, Plans and Programs, 
will act for me in answering any detailed questions relating to this matter. 

I very much-appreciate the cooperation of Dr. Lanham of your staff and the 
ether economists from land-grant colleges in developing this project proposal. 

I am sending copies of this letter and enclosures to others who are interested 
in the project. 

Sincerely yours, 








, Administrator. 
Similar letters to: 


Dr. S. S. Wheeler, Dean, School of Agriculture and Director, Agricultural 
Experiment Station, Colorado State University, Fort Collins, Colo. 
Dr. John H. Longwell, Dean, School of Agriculture and Director, Agri- 

cultural Experiment Station, University of Missouri, Columbia, Mo. 


NEW FUNDS AID EXPANSION OF BESEARCH 


Senator Sparkman. This letter, submitted for the record, is dated 
April 2, 1958, and is, in effect, a description of the type of research to 
be undertaken and the offer of a contract between the Administrator 
and Alabama Polytechnic Institute. 

The $75,000 presently available will permit the schools involved to 
get started on an effective program. ith an additional appropria- 
tion of $300,000, the Administrator will be in an even better position 
to expand upon this research program and to submit a comprehensive 
and, I can assure you, a worthwhile report to the Congress. 

I hope that this request will be approved by the committee. 


QUESTION OF JURISDICTION 


Senator Dirksen. Mr. Sparkman, I might say the Budget Bureau 
and Housing and Home Finance have discussed this item at some 
length, and the committee discussed it with Albert Cole, Administrator 
of the Housing and Home Finance Agency. We are quite aware of it. 

There was some disposition to believe that it could be more effec- 
tively done by the Department of Agriculture, but that is a question 
to be resolved by the committee when we get around to it. 

Senator Sparkman. Yes. I have no quarrel with that viewpoint. 
It may be entirely correct. But I do not want it left stranded, and 
under the law it runs to the ey Home Finance Agency. 

I realize that the Department of Agriculture might very well be the 
place where it ought to be, but I certainly want the committee to pro- 
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vide the research at the proper place, and I have no = peeve for or 
against either agency. I think either one that will do it is all right, 
but I do not want to see it left stranded. 

Senator Dirksen. It will have good attention, I assure you, and we 
are grateful for your appearance. 

Senator SparkMAN. May I ask you this question now with reference 
to the Agriculture Subcommittee: has it held its hearings yet ? 

Senator Dirksen. We have already passed the bill in both Houses. 

Senator SparkMAN. Yes, it passed the Senate last week. I do not 
want to be caught in a squeeze on this thing. 

Senator Dirksen. At that time the matter was not resolved. So it 
comes up now. But, of course, it can always be handled in the form 
of a supplemental or deficiency, either one. 

Senator Sparkman. I am just trying to get every safeguard, and I 
would like to make this suggestion : 

If this subcommittee and the full committee, acting upon its rec- 
ommendation, fails to include anything for the research, I hope at 
least it will take notice of it and make the suggestion that you have 
just suggested. Then it could be handled in a supplemental, I 
presume. 

Senator Drrxsen. The subcommittee has already taken cognizance 
of it. 

Senator Sparkman. I just want to be protected. 

Senator Dirksen. Thank you. 

Senator SparkMANn. Thank you very much. 

Senator Dirksen. Congressman Baldwin of California. 

Congressman, we are glad to have you. 

We will note for the record the appearance of the Honorable John 
F. Baldwin, Member of Congress from California. 

And I believe you have a particular interest in the Veterans Hos- 
pital at Martinez, Calif. 


VETERANS’ ADMINISTRATION 


STATEMENT OF HON. JOHN F. BALDWIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


REPLACEMENT FOR VETERANS’ HOSPITAL AT OAKLAND 


Mr. Batpwin. That is correct. 

Senator Dirksen. It is a short statement. I suppose you might 
read it. 

Mr. Batpwin. Mr. Chairman, I deeply appreciate the opportunity 
to testify before your committee. 

Several years ago the Veterans’ Administration determined that 
the present Veterans’ Administration hospital at Oakland, Calif., 
sheild be replaced. This decision was made because the present VA 
hospital is located in an old converted hotel which is quite inefficient 
for hospital purposes. The costs of maintenance of this hospital are 
excessively high. 

In the 84th Congress an appropriation of $1 million was included 
in the Independent Offices Appropriation Act for architectural plans 
and designs for a new hospital to replace the Oakland hospital. The 
Veterans’ Administration made an exhaustive search for a site for 
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this new hospital. In the fall of 1956 the VA selected the new 
site at Martinez, Calif. 

In 1957 the VA included in its budget request a request for funds 
for the construction of this new VA hospital. However, these funds 
were eliminated by the Budget Bureau. A similar situation has 
happened again this year, and the Budget Bureau has again omitted 
any funds for this new hospital in the ‘budget for the Veterans’ Ad- 
ministration. I believe this is most unfortunate and is unfair to the 
steadily growing veterans population in northern California. 

California has had the largest net increase in veterans population 
since World War II of any State in the Union. The new hospital to 
replace the present Oakland VA hospital will serve the tremendous 
population in Alameda and Contra Costa Counties, as well as all 
counties in the Sacramento Valley, all the way to the Oregon line. 

The hospital is urgently needed. Its improved facilities will be 
of great help to disabled and other veterans in need of medical care. 

It is false economy to defer the construction of this new hosiptal, 
because each year’s delay only means further extensive maintenance 
costs at the old Oakland VA hospital. For this reason I should like 
to urge that your committee include in the independent offices appro- 
priation bill an appropriation of $13,995,000 for the construction of 
this new Veterans’ Administration hospital at Martinez, Calif. I 
have verified this figure with the Veterans’ Administration, and they 
have confirmed that this is the remaining sum required to complete 
the construction of this new hospital. 


STATUS OF CONSTRUCTION AT MARTINEZ 


Senator Dirksen. You say complete the construction. 
no construction has gotten under way, has it? 

Mr. Batpwin. No, but they do have $1 million for the planning 
phase, and this is the additional amount that would make it possible 
to construct the hospital and finish it. 

Senator Dirksen. Yes. 

Mr. Batpwin. The national organizations of the American Legion, 
Veterans of Foreign Wars, and Disabled American Veterans all are 
on record in favor of the immediate construction of this new re- 
placement hospital. The construction of the hospital at this time 
would also provide much-needed employment for many construction 


workers who are now unemployed and urgently in need of employ- 
ment. 


Actually 


COMMUNICATION FROM LOCAL HOSPITAL COMMITTEE 





Mr. Chairman, I should like to insert in the record at the end of 
my statement a telegram from City Councilman Jack O. Fries, of 
Martinez, Calif., who is chairman of the city council hospital location 
committee. This telegram urges that an immediate appropriation 
be made for the hospital, and pledges the full cooperation of the 
city of Martinez in working out the details of construction of the 
hospital. 

Thank you, Mr. Chairman, for the opportunity to appear before 
your committee on this important matter. 
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(The telegram referred to follows :) 
JOHN F. BALDWIN, 


House Office Building, 
Washington, D. C.: 


Thank you for bringing to our attention the forthcoming meeting of the Senate 
Appropriations Committee. We strongly urge that you take every action possible 
to impress upon the committee the need for the immediate construction of the 
Martinez Veterans’ Administration Hospital. It is imperative that funds for this 
worthy purpose be provided in this year’s budget. We would like to ask you to 
assure the committee members that the city of Martinez will continue to extend 
its wholehearted cooperation to the Federal Government and the Veterans’ 
Administration in working out the details of construction of the hospital. The 
city of Martinez has taken every action requested by the Federal Government, 
including annexation of the hospital site and the making of provisions for the 
availability of utilities at the hospital site. We will continue to be of every 
assistance to the Federal Government possible and urge favorable action on the 
part of the committee in order that immediate construction of this necessary 
facility can take place. 


Jack O. FRIES, 
Chairman, Council Hospital Location Committee. 


HOSPITAL LOCATION AND CAPACITY 


Senator Dirksen. Thank you, Congressman Baldwin. The tele- 
gram will be included. 

How far is Martinez from Sacramento ? 

Mr. Batpwin. Martinez is about 60 miles from Sacramento. 

Senator Dirksen. Isthat north? 

Mr. Baupwin. It is northeast, and the Sacramento area and all the 
Sacramento Valley is dependent upon this hospital for veterans hos- 
pitalization. The area is about 300 miles poing north that is dependent 
upon this hospital, including the city of Sacramento proper. 

Sacramento County alone has about 400,000 people, and the hospital 
serves an area containing over 2 million people. 

Senator Dirksen. How many beds does it have? 

Mr. Batpwin. About 712. 

Senator Dirksen. What does the new facility call for? 

Mr. Bautpwin. The new facility calls for 500. The reason it calls 
for 500 is that they have built a hospital at Palo Alto, which is pri- 
marily a hospital for mental patients, but which does have about 250 
beds for general medical and surgical, and for that reason the combi- 
nation of 250 there and 500 at Martinez would replace the 712 at 
Oakland. 

Senator Dirksen. Thank you very much. 

Mr. Batpwin. Thank you, Mr. Chairman. 

Senator Dirksen. Mr. Riley. 

It is good to see you. I think you have a particular interest in 
Federal civil defense and in the Veterans’ Administration. 


Feperat Crvi Derenst ADMINISTRATION 


AMERICAN FEDERATION OF LABOR-CONGRESS OF INDUSTRIAL ORGANIZATIONS 


STATEMENT OF GEORGE D. RILEY, LEGISLATIVE REPRESENTATIVE 


NEED FOR CIVIL DEFENSE PROGRAM 


Mr. Ritey. Not veterans on this occasion, Mr. Chairman, but civil 
defense, though we are interested in veterans’ matters, of course. 
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Senator Dirksen. Civil defense. 

7 Riey. I have a statement of moderate length here, if I might 
read it. 

Senator Dirksen. Just as you like. 

Let me note for the record the appearance of George D. Riley, 
legislative representative of the AFL-CIO, on civil defense ap- 
propriations. 

r. Rirey. Mr. Chairman, the second half of an urgently needed 
national defense program is before you—the FCDA appropriation. 
It is our sincere hope that your action will be as positive in this instance 
as was that taken on missiles. 

To do the job in civil defense there is need to recognize the fact that 
the effects of war are no longer limited to the military. 

The fact is the success of the military depends on the civilian popu- 
lation supporting the military forces with the full potential of their 
human resources. One additional fact lends significant emphasis to 
the important function of civil defense, and that is that civil defense 
is the peacetime ability of Government to expand its capability not 


only to prepare for possible enemy attack but also to cope with natural 
disasters. 


NATIONAL HERITAGE 


The greatest heritage our forefathers left each and every American 
citizen through its Government is freedom. We come to accept this 
heritage as an established fact, but we have given little if any regard 
to our responsibility as citizens of these United States as well as our 
rights. 

it is indeed unfortunate that each and every American does not 
understand that the responsibility of citizenship demands that every 
citizen must give of himself, freely and without reservation, the time 
and material necessary to insure the continuance of our democratic 
form of government and through our governmental system our great 
heritage. Freedom must be rewon in each generation. 


RESPONSIBILITY OF CITIZENSHIP 


This heritage may be broken down into four basic parts—freedom of 
worship, freedom of speech, freedom from fear, and freedom from 
want. 

My appearance today before this committee in support of the Fed- 
eral civil-defense budget is but one of the many responsibilities of 
citizenship that we in organized labor have recognized and accepted. 

When the AFL-CIO speaks of civil defense it immediately pictures 
a plan which will emphasize the need of government, be it Federal, 
State, or local, to have the capability to operate in an emergency. 
We wholeheartedly concur in the government-in-emergency concept, 
and, further, we want civil defense to become an actual plan to in- 
crease the capability of existing government services such as fire, po- 
lice, sanitation, education, et cetera. Any program aimed at recruit- 
ing and training volunteers would then be in the hands of experienced 
and competent leaders. The need of services not presently found in 
existing government should be added to the government-in-emergency 
planning and experienced competent leadership chosen to head it. 


25300—58—pt. 1——15 
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LABOR COMMITTEE CONSULTING WITH FCDA 


Our Labor Advisory Committee to FCDA has been meeting with the 
Administrator and his staff to advise and counsel this agency in the 
development of the national civil-defense plan. Our advice has been 
sought particularly in the portion of the plan dealing with experienced 
manpower, facilities, and resources available in organized labor for 
civil defense. 

Total national defense: We have stated many times before several 
of the committees of Congress that the AFL-CIO believes that civil 
defense, like military defense, is the responsibility of the Federal 
Government and is guaranteed by the common-defense clause in our 
Constitution. The two must be accepted as absolutely necessary in 
the development of our national defense. 

The logical and recognized influence on public reaction to any phase 
of the national defense is the support given that phase of national de- 
fense by the chosen leaders of the Nation—the C ongress of the United 
States. Your responsibility of citizenship is to provide the leader- 
ship and the ability for this Nation through its democratic govern- 
ment to maintain securely our greatest heritage—freedom. 


FREEDOM FROM FEAR 


Mr. Chairman, I mentioned earlier the four basic freedoms, and it 
is to the freedom from fear of which I would speak now. 

War or the threat of war creates fear, but not paralysis. From this 
fear is born the determination and courage in the hearts of freemen 
to work for a lasting and just peace. To achieve this goal free nations 


must build their national defense into a shield of such strength that 
any nation or combination of nations foolhardy enough to think of war 
will be deterred, if not by the strength, at least by the cost to them- 
selves if they are foolish enough to test the combined national defense 


of the werld’s free nations. 
TRAINING 


To achieve this strength the United States numbers in its arsenal 
of weapons the A-bomb ‘and the H-bomb. Training in these weapons 
is necessary to insure proficiency. It is as necessary in national defense 
as it isin learning the A B C’s in school. 

It is such a training mission conducted by SAC which pointed out 
the lack of and the need for training in radiological detection now by 

each and every citizen in these U nited States. 

Quite recently, you will recall, a SAC mission flying over Florence, 
S. C., accidentally dropped a nuclear bomb. Although this bomb was 
not armed, the conventional explosive charge was detonated, creating 
a sizable crater near an inhabited dwelling. 

The point of this incident is not the accidental drop, not the crater 
caused by the explosion, nor the anxiety that the combination of cir- 
cumstances created, but simply the fact that if there had been radio- 
logical activity in the area there was not a trained detection team 
equipped with instruments to monitor the area until the Air Force 
flew such a team to the site. 
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DEVELOPMENT OF NATIONAL CAPABILITY IN RADIOLOGICAL DETECTION 


The mere fact that this Nation of ours has split the atom is signifi- 
cant, but of greater significance is the Nation’s responsibility for the 
development of a peacetime civilian training program in a military 
type of ordinance reconnaissance which includes radiological detec- 
tion. Such a program, of necessity, must commence with local govern- 
ment public safety organization—fire, police—and progress toward a 
national capability. 

OPERATIONS BUDGET 


The request of $19,400,000 for operation was cut by the House to 
$18 million, to which was added $250,000 to cover the cost of civil de- 
fense functions assigned to other Federal departments or agencies. 
This cut of $1,400,000 from operations all but wipes out the 166 addi- 
tional jobs requested in this year’s budget, jobs which would give 
FCDA the capability of taking a training and education program 
directly to the people. In addition, the new jobs requested would 
strengthen the national civil defense plan by increasing the scope of 
the program developed around the capability for operations. 

These functions cal] for a portion of the 166 additional jobs, and 
$1,400,000. Couple this with the day-to-day functions normal to the 
operations program and you have the $19,400,000 requested in the ori- 
ginal request, a fair and accurate figure for an important function in 
our national defense. 

The President of the United States views this with sufficient 
urgency that he has submitted an amendment requesting $2,915,000 
to cover the cost of civil defense functions delegated to other federal 
departments and agencies. 

The AFL-CIO supports the amendment and asks your committee 
to give careful thought to the urgency of the programs covered and 
favorable consideration to the request of $22,315,000 being asked by 
FCDA for operations. 


RESEARCH AND DEVELOPMENT BUDGET 


Knowledge and the ability to relate knowledge to a functional plan 
are of the utmost importance. In this respect the AFL-CIO strongly 
endorses the research and development portion of the national civil 
defense plan. The $2,400,000 cut by the House from the $4,400,000 
requested will have the tendency to slow to a trickle, if not stop, the 
flow of answers necessary in such fields as shelter designs, warning 
and communication, radiological defense, to name but few. Surely 
we must as a nation at least try to keep abreast of research in protec- 
tion as we forge ahead with research in destruction. Research in outer 
space brings closer the possibility of push button warfare. What 
about shelter, medication and medical techniques and equipment ? 

Here again we ask your careful consideration and restoration of 
the $4,400,000 asking price. 

TRAVEL BUDGET 


My final request for restoration is in travel. 

To function effectively in a program of training and education and 
research there must be sufficient travel to do a proper job. Again I 
point out that the White House endorses this part of the budget. It 
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is my sincere belief that if this subcommittee feels the need of a 
statutory limitation on travel it will, in its wisdom, set this statutory 
limitation at the figure requested in the President’s amendment, recog- 
nizing that this limitation does not increase the cost of the program; 
it only increases its scope. 

The pattern of international crises and relaxations of international 
tension could be illustrated in the past few years by the FCDA ap- 
propriations. 

When presented in the President’s budget message there is generally 
a crisis, but by the time it is being heard by the committees tensions 
may have eased. Let us not be lulled into accepting civil defense as 
only an important wartime part of our national defense. If we re- 
member the peacetime service offered by civil defense in natural dis- 
asters, the potential service it is capable of in war will become more 
firmly fixed in our minds as we strive to perfect the security of our 
national heritage—freedom. 


THE CHALLENGE 


As the second session of the 85th Congress convened early in Jan- 
uary one of your greatest challenges faced you. Your reaction to the 
challenge was immediate and positive. The threat presented by the 
Soviet success in launching the first earth satellite called for a careful 
review and reevaluation of our national defense program. Your ac- 
tion in accelerating the missile program and the susbequent launching 
of three United States satellites answers but half of the need in our 
national defense program. The other half is civil defense. 

Senator Dmxsen. Thank you, Mr. Riley. 

Mr. Rurey. Thank you. 

Senator Dirksen. I suppose you are familiar with the proposal to 
incorporate civil defense in the Office of Defense Mobilization. 

Mr. Rmey. Yes, sir. I think that plan has the remainder of the 
difference, about 14 days, and 60 days to run, and it would be made 
effective in merging with the ODM about July 1. 

Senator Dirksen. Yes, if that is approved. Of course, this will get 
a second look, as you know. 

Mr. Rimy. Of course. As I read the plan, whatever you do here 
will be translated into that. 

Senator Dm«sen. Thank you very much, 

Mr. Rirry. I appreciate it greatly. 

Senator Dmxsen. Mr. Davis. 
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Tue American LEcIon 


STATEMENT OF BERTRAM G. DAVIS, NATIONAL LEGISLATIVE 
COMMISSION; ACCOMPANIED BY JOHN J. CORCORAN, DIRECTOR; 
T. 0. KRAABEL, CONSULTANT TO THE DIRECTOR; EDWARD 
McGRAIL, CHIEF OF INFORMATION AND RESEARCH; DR. H. D. 
SHAPIRO, MEDICAL CONSULTANT, NATIONAL REHABILITATION 
COMMISSION; AND WILLIAM R. CLARK, ASSISTANT DIRECTOR, 

NATIONAL SECURITY COMMISSION, THE AMERICAN LEGION 


VETERANS’ ADMINISTRATION PROGRAM 


Crvi DEFENSE ADMINISTRATION 








Senator Dixsen. Mr. Davis, I suppose you are fortified here with 
Mr. Corcoran, Mr. Kraabel, Mr. McGrail, Dr. Shapiro and Mr. Clark. 

Mr. Davis. Yes, sir. 

Senator Dirksen. Do they all have statements? 

Mr. Davis. No, sir. We have two principal witnesses. That will 
be Mr. Corcoran on the Veterans’ Administration program, and Mr. 
Clark on the Civil Defense Administration. 

Senator Dirksen. Can all of them come up to the table? 

Mr. Davis. Yes, sir. 

Senator Dirksen. We will try to be as expeditious as possible. 

Mr. Davis. We will paraphrase the Civil Defense Laministeetion 
statement. 

Our first witness will be Mr. Corcoran, who is director of the na- 
tional rehabilitation commission. 

Senator Dirksen. Let me note all your witnesses here at this point 
for the American Legion: 

Bertram Davis, legislative assistant to the director, national legis- 
lative commission ; John Core oran, director, national rehabilitation 
commission; T. O. Kraabel, consultant to the director, national re- 
habilitation commission; Edward McGrail, chief of information and 
research, national rehabilitation commission; Dr. H. D. Shapiro, 
medical consultant, national rehabilitation commission; and William 
R. Clark, assistant director, national security commission. 

Mr. Davis. Thank you, sir. 

Senator Dirksen. Mr. Davis, if you have other written statements 
we will submit them all for the record. 

Mr. Davis. I have given them to your clerk. 
































VA MEDICAL CARE PROGRAM 





Mr. Corcoran. Mr. Chairman, my name is John J. Corcoran. I am 
director of the national rehabilitation commission. 

Our statement would take approximately 10 minutes to read, and it 
would probably take me almost that long to paraphrase it. With the 
chairman’s permission, I will read the statement. 

Senator Dirksen. Very well. 

Mr. Corcoran. We wish to express the thanks of the American 
Legion for the opportunity of stating our opinion on the adequacy and 
use of funds appropriated for the Veterans’ Administration medical 
care program. 


228 INDEPENDENT OFFICES APPROPRIATIONS, 1959 


We speak on the American Legion’s position that the war veterans’ 
medical care and hospital program, established by the Congress and 
administered by the Veterans’ Administration, shall be preserved for 
those suffering from service-connected disabilities and for other war 
veterans unable to obtain and pay for hospital care in cases where 
service-connection has not been established. 

For several years our organization has been deeply concerned with 
the attitude of the Bureau of the Budget in the field of veterans’ af- 
fairs. While we recognize the responsibility of that agency in fiscal 
affairs of the executive branch of the Federal Government, we think 
the Bureau has gone far beyond thie intentions of those who established 
this fiscal authority. We think too much of the policy of the Veterans’ 
Administration has been taken from its Administrator and placed in 
the hands of a group of Budget Bureau career staff members who never 
have to go to the public for approval of their actions, as do elective 
officers of the executive and legislative branches. 


CONTRAVENTION OF CONGRESSIONAL INTENT 


We believe also that this same group, operating within the Budget 
Bureau, has contravened the will of Congress by its dilatory tacties 
in delaying or denying the allocation of funds to the Veterans’ Ad- 
ministration under authorized and approved appropriations. The 
Congress has not approved item veto by the executive branch of the 
Government. We believe the Budget Bureau methods of allocating 
funds often accomplish an item veto. 

In this regard two matters have come to our attention repeatedly. 
A spokesman for the Budget Bureau testified before the House Vet- 
erans’ Affairs Committee that 40,000 VA hospital beds is the total 
number necessary to care for the service-disabled war veterans, and 
that it is all right to remove from operation beds in excess of that 
number in VA hospitals. Of course, we now have approximately 
140,000. 

The statement was made in the Congressional Record for March 26, 
1958, that 4,974 VA beds were not in use December 31, 1957, since they 
are designated “as not required to meet current operating plans.” 
Further, the statement is made that “these are beds which the Bu- 
reau of the Budget will not permit Veterans’ Administration to 
operate.” 

This statement, by the way, was stated by Mr. Teague, chairman of 
the House Veterans’ Affairs Committee. 

It is the Bureau’s decision that these beds shall not be used, not the 
decision of the Congress. 

Whose plans ? 

Not those of the Congress, not VA’s, but the Budget Bureau’s. 


VETERANS’ ADMINISTRATION NEEDS POWER TO CARRY OUT AUTHORIZATIONS 


The Administrator of Veteran’s Affairs should have the authority 
and the funds to operate every available hospital bed authorized by 
the Congress, and the VA Department of Medicine and Surgery 
should say what types of patients shall be cared for in its beds, re- 
gardless of the designated category of treatment assigned to any par- 
ticular hospital at the time it was placed in operation. 
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We think it appropriate to invite to the attention of the committee 
the fact that at the present time there are in excess of 28,000 sick and 
eligible war veterans who have been certified for admission to VA 
hospitals who are not getting treatment because of the lack of operat- 
ing, usable VA beds. We are certain that Congress intends that men- 
tally disabled war veterans shall be cared for in VA neuropsychiatric 
hospitals. But it is a rare exception when a war veteran without serv- 
ice connection is admitted for treatment to such a hospital. This oc- 
curs in a time when our Nation is greatly concerned that care for the 
mentally disabled shall be expanded and made more readily available. 

The American Legion has testified before regarding the reluctance 
of the Budget Bureau to allocate funds for construction and modern- 
ization of VA hospitals. Seemingly interminable delays are encoun- 
tered in getting the Budget Bureau approval of plans for hospitals, 
even in this period when other Federal departments are building or 
contributing to the building of hundreds of hospitals through such 
programs as Hill-Burton. 

We strongly urge more liberality in the providing of funds to 
operate even the limited number of beds the Budget Bureau will 
permit VA to operate. We speak of the limited number of beds since 
the number of such beds in ratio to the number of war veterans has 
declined sharply since 1940. At that time, you will recall, the admin- 
istration approved a program to provide a hospital system of 100,000 
beds for approximately 4 million war veterans. Since that time the 
veteran population has increased more than five times with only a 
slight increase in the projected number of beds. 

From the standpoint of the war veteran, for whose care and treat- 
ment the VA hospital system was created, the financial position exist- 
ing in the fourth quarter of fiscal year 1958 is deplorable. 

We do not know all the answers on the conditions which created 
such a situation. Some say the Veterans’ Administration erred in 
management. 

We feel sure that the Budget Bureau could have been more realistic 
in its appraisal of the needs of VA. But we just don’t understand 
why VA should be closing hospitals, deferring purchase of needed 
supplies, reducing the number of badly needed employes at a time 
when employment is difficult to secure, and reducing the number of 
beds available to certified eligible war veterans. 

It is doubly tragic when such a situation exists for the want of 
$2,378,000, quite a bit of money to any of us as individuals but a 
negligible percentage of the more than $700 million approved by 
Congress for operation of VA’s hospitals in the year. While Con- 
gress has acted to grant this belated request for funds, some damage 
to the system could not be avoided. 


RISING COSTS OF MEDICAL CARE 


We can only emphasize the point so often made before appropria- 
tions committees in reference to the rising cost of medical care. Every 
cost item of hospital operations from professional staffing to collection 
and disposal of refuse is increasing. And serious question is being 
raised by the medical experts of the VA that the quality of medical 
care provided in its hospitals is not at its peak. We hope the Senate 
will concur in the House action which granted an increase of $5 mil- 
lion to improve the quality of care in VA mental hospitals. 
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Members of this committee have heretofore encouraged the use of 
funds for medical research in the Veterans’ Administration. You 
are aware of the criticism that has come from agencies such as the 
National Health Education Committee as to the insufficiency of such 
funds. That organization’s spokesman pointed to the savings VA 
had made through research in tuberculosis, and suggested the desira- 
bility of increasing the funds made available for research in medicine 
and hospital care. 

RESEARCH ADVANCE COMMENDED 


We commend the idea of advancing research in any field where 
there is even a remote opportunity for the improvement of the Na- 
tion’s health. The Veterans’ Administration has the world’s largest 
library of continuous medical experience on which to draw in this 
field. The Veterans’ Administration has made a tremendous con- 
tribution to the health of the Nation by its activity in the field of 


research. We urge that sufficient funds be provided to continue this 
great work. 


PLEA FOR DISCONTINUANCE OF PROVISIONAL APPROPRIATIONS 


We are hopeful that your committee will recommend the discon- 
tinuance of provisional appropriations for operation of the VA. The 
reference is to inclusion of such language as “including the sum of 
$ for reimbursable services performed for other Govern- 
ment agencies and individuals.” We were happy to see this language 
eliminated in H. R. 11574 which came to your committee from the 
House. We do not think you want to make funds to care for dis- 
abled war veterans available on the contingency that such funds may 


be collected from an unspecified creditor when the possibility exists 
that collections may be far less than estimated. 


PATIENT LOAD 


If we understand the situation, recommendations or requests are 
being made to provide funds for the oneration of slightly fewer beds 
than were covered in the regular 1958 appropriation. We regret 
that such an action is suggested. We believe, in accordance with the 
expressions of former Administrator of Veterans’ Affairs Harvey V. 
Hicley, that more beds are needed. and in areas where the shift of the 
veteran population has increased the demand. While such an increase 
might call for substantive legislation to authorize such new hospitals, 
there is still an area within the framework of existing VA hospitals 
where judicious expenditure of funds for modernization, conversion 
and onerating expenses would increase the average daily patient load. 

H. R. 11574 authorizes an average daily patient load of 140.800. It 
has been estimated that $10.5 million must be added to the inpatient 
care item of the budget to permit the Veterans’ Administration to sat- 
isfactorily operate that number. We urge the committee to provide 
this additional amount. 

Again, Mr. Chairman, I thank you for the opportunity to present 
our views on this subject. 


Senator Dirksen. Thank you, Mr. Corcoran. 
Mr. Davis. 
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Mr. Davis. Senator Ray Pierce could not be here. I want to clear 
the record. He was unavoidably detained. So Mr. Clark is going 
to highlight his statement. 

Senator Dirksen. Very well, Mr. Clark. 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


Mr. Crark. Mr. Chairman, the Legion’s position here today is to 
try to back the Federal Civil Defense Administration for their budget 
requests. 

Basically, our whole idea is for the Federal defense national se- 
curity program. 

Civil defense is a definite deterrent to war, and in that respect we 
would like to back Governor Hoegh in his requests. 

I would like to point out mainly two points which I can read here, 
and the rest will be submitted to the Congress. 

Senator Dirksen. Very well. 

Mr. Crarx. We would like to point out two areas in this—oper- 
ations and research and development. 


OPERATIONS 


Trained personnel to discharge the many planning and training 
operations for which FCDA is held responsible demands the full 
$22,315,000 originally requested. To do less is to make serious inroads 
into programs which the new administrator has set out for accomplish- 
ment. 

The training of high-school students in radiological detection prom- 
ises to fill a need where we have been most vulnerable. The American 
Legion itself is preparing to embark upon a nationwide organization 
of light rescue teams which will require a high degree of close co- 
operation with civil defense at the national and area levels. 

Coordination with other Government agencies in planning an in- 
terlocking pattern of interdependence and cooperation is imperative. 


RESEARCH AND DEVELOPMENT 


The $2.4 million cut from the research and development section of 
the civil defense budget, although small, should be put back in its 
entirety. 

The American Legion cannot conceive that studies into improved 
techniques for medical and medication treatment, for shelter designs 
for our populace, more effective warning systems and research into 
radiation and fallout do not justify the budget items that have been 
asked. Every action that reduces our vulnerability to surprise at- 
tack is money well spent. We know that interest in an inexpensive 
home-installed warning device has brought forth some promising 
results. Research and development in other areas may well bring 
forth an answer to other equally important and vexing problems. 

As Governor Hoegh pointed out, this money was planned to be 
spent for a specific purpose of which he thought to be important. The 
American Legion believes that the new administrator should be 
granted the amounts specified in his original request. We think that 
the original Civil Defense Administration budget request should be 
allowed in its entirety. 
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Mr. Chairman, thank you for the privilege of appearing. 
Senator Dirksen. Thank you, Mr. Clark and Mr. Davis. 
Mr. Davis. Senator, I thank you. 
Senator Dirksen. Does that complete your testimony ? 
Mr. Davis. Yes, sir. 
Senator Dirksen. Gentlemen, thank you very much, as one old 
soldier to other soldiers. 

Mr. Corcoran. Thank you, sir. 

Senator Dirksen. Mr. Keating. 

Informally, Jerome, I am trying to move ahead with as much ex- 
pedition as possible so that I can hear everybody. 

You appear on the civil-service items this morning. Would you 
like to present your statement and then summarize it ? 


Civit SERVICE COMMISSION 


































NATIONAL ASSOCIATION OF LETTER CARRIERS 


STATEMENT OF JEROME J. KEATING, VICE PRESIDENT 
PREPARED STATEMENT 


Mr. Kearine. I will present the statement; I would just like to 
highlight it. 

Senator Dirksen. Let me note, then, for the record the statement 
of Jerome J. Keating, vice president, National Association of Letter 
Carriers, on items on the civil service appropriation. 

(The statement referred to follows:) 


Mr. Chairman and members of the committee, my name is Jerome J. Keating. 
I am vice president of the National Association of Letter Carriers, an organi- 
zation having a membership of 110,000, located in every State of the Union, 
Hawaii, Puerto Rico, and Alaska. I am also chairman of the retirement com- 
mittee of the Government Employes’ Council, AFL-CIO, a council composed 
of organizations representing approximately 600,000 Federal and postal em- 
ployees. 

First, I want to express my appreciation on behalf of those I represent to 
the chairman and the distinguished members of this committee for affording 
me this opportunity to present our views on the independent officers appropri- 
ation bill. Specifically, we are much disturbed over the amendment found 
on page 4, line 12, in connection with the civil service retirement and disability 
fund. The amendment reads as follows: 

“* * * Provided, That no part of the appropriations herein made and no part 
of the moneys now or hereafter contained in the civil service retirement and 
disability Fund shall be applied toward the payment of any increase iu an- 
nuity benefits or any new annuity benefits under the Act approved May 22, 1920, 
and Acts amendatory thereof (5 U. 8S. C. 30) which may be authorized by, 
amendment to said Acts after the enactment of this Act until and unless an 
appropriation is made to such fund in an amount estimated by the Civil Service 
Commission to be sufficient to prevent an immediate increase in the unfunded 
accrued liability of said fund.” 

We are opposed to this section for the following reasons: 

1. The effects of this section are extremely broad and far reaching and should 
not be adopted unless full and complete hearings are held. 

2. This section would have the effect of making future amendments to the 
retirement law most difficult, if not impossible. 

8. This section is apparently based on the false assumption that the law re- 
quires the civil service retirement fund to be on an actuarially fully funded 
basis. There is no provision in the law that requires the civil service retire- 
ment system to be on an acturially funded basis. 

(a) Many authorities declare that a fully funded system is not necessary in a 
Government retirement system. 
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(b) The executive branch of the Government has not insisted on nor admin- 
istered the retirement fund on a fully funded basis. 

(c) Congress has not insisted on nor legislated for the retirement fund on a 
fully funded basis. 

(d) The civil service retirement fund is in a stronger position actuarially than 
any other system operated by the Federal Government. 

The civil service retirement system is an extremely complicated system. It is 
administered by the Civil Service Commission. Legislation having to do with 
improvements and changes in the act are studied for many months by members 
of the Senate and House Committees on Post Office and Civil Service, by actuaries 
and staff experts, before being adopted. The civil service retirement fund affects 
889,888 retired employees and annuitants, and 2 million active employees. Any 
amendment governing the Retirement Act or fund should be adopted only after 
full and complete hearings have been held. 

The amendment passed by the House of Representatives will make future 
amendments to the retirement law extremely difficult, if not impossible. The 
House amendment would prohibit amendments to the Retirement Act from be- 
coming operative “unless an appropriation is made to such fund in an amount 
estimated by the Civil Service Commission to be sufficient to prevent an immediate 
increase in the unfunded accrued liability of said fund.” 

This amendment would be most difficult to enforce, because of the many ways 
in which costs of retirement funds can be figured. The cost of retirement funds 
is based upon projections and assumptions. As we will attempt to develop fur- 
ther on in this statement, at best the cost figures are doubtful estimates. When 
Public Law 854 was before the House Committee on Post Office and Civil Service, 
on July 12, 1956, Chairman Philip Young of the Civil Service Commission made 
the following statement: “Of major significance, the unfunded liabilities of the 
system, which are now estimated at $13,435 million, would be increased immedi- 
ately by about $4,900 million to a new total unfunded liability of $18,335 million.” 

Obviously, if the House amendment had been operative when Public Law 
854 became law, an appropriation of $4,900 million would have been required 
before the law went into operation. You can well imagine how good the prospects 
would be of securing the approval of the Bureau of the Budget for an appropria- 
tion of this magnitude. 

The necessity of maintaining such large sums in the fund is based upon the 
assumption that it is necessary to maintain a completely funded actuarial plan. 
What is a funded plan? Briefly, a completely funded retirement plan would pro- 
vide sufficient reserves so that, if the plan were discontinued, there would be 
enough money in the fund to take care of all benefits provided in the law for 
those already on retirement rolls until all these folks had died; there would 
also be enough money to take care of all earned benefits for every active em- 
ployee and his survivors until they died: and, in addition thereto, sufficient funds 
to pay all administrative costs until all such operations here described have 
been completed. A completely funded plan is necessary if there is a strong 
likelihood of the employee group ceasing to function. In the case of a per- 
petual entity. possessing taxing power, many authorities contend that a com- 
pletely funded plan is not necessary and perhaps not even desirable. 

The Director of the Bureau of the Budget, testifying recently before the House 
Committee on Appropriations, stated: “While there are strong reasons for full 
funding of private pension plans, these reasons do not apply in the case of 
the civil service retirement system. The most important reason for full funding 
of private plans is to assure employees that they will receive the benefits they 
have earned even though the employer may go out of business. We have never 
thought it necessary to make provisions for the Federal Government going out 
of business.” 

Mr. A. A. Weinberg, consulting actuary of Chicago, stated in presenting the 
annual statement of the retirement system of Illinois: 

“Some variations to the funding method of financing retirement provisions 
have been adopted by various Government agencies. A number of these agen- 
cies provide for the financing of the retirement benefits strictly on the basis of 
cash requirements, meeting the cost of the benefits as they mature, and making 
no advance provision for these obligutions. Other agencies have modified the 
accepted method by providing for the accumulation of a moderate reserve, 
which in some instances represents a substantial proportion of the reserves re- 
quired under a funding plan. 
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“The State employees’ retirement system of Illinois provides for the latter 
method of financing. Current contributions by the States are substantially above 
cash requirements for the matured benefits. These contributiens to a fiscal 
year are equal to an amount representing the anticipated average annual ex- 
penditures of the system for that part of the benefits for which the State is ob- 
ligated, covering a period of 10 years next following that for which a contribu- 
tion is made. This method of financing is considered appropriate and prac- 
ticable in cases in which the State is the employer, on the theory that the State 
is a perpetual entity having unlimited taxing authority and can always raise 
the funds necessary to meet the revenue requirements of its various agencies and 
departments.” 

There is no requirement in the Civil Service Retirement Act that the fund 
should be on a fully funded actuarial basis. The law provides the following: 

“Sec. 16.* * * 

“(f) The Commission shall publish an annual report upon the operations of 
this act and shall include in each such report a statement with respect to the 
status of the fund on a normal cost plus interest basis. 

“(g) The Commission is hereby authorized and directed to select three ac- 
tuaries, to be known as the Board of Actuaries of the civil service retirement 
system. It shall be the duty of such Board to report annually upon the actuarial 
status of the system and to furnish its advice and opinion on matters referred 
to it by the Commission, and it shall have the authority to recommend to the 
Commission and to the Congress such changes as in the Board’s judgment may 
be deemed necessary to protect the public interest and maintain the system upon 
a sound financial basis. The Commission shall keep or cause to be kept such 
records as it deems necessary for making periodic actuarial valuations of the 
civil service retirement system, and the Board shall make such valuations at 
intervals of 5 years, or oftener if deemed necessary by the Commission. The 
compensation of the members of the Board of Actuaries, exclusive of such mem- 
bers as are in the employ of the United States, shall be fixed by the Commission. 

* % * oa 2 * a 

“Sec. 17. * * * 

**(e) The Commission shall submit estimates of the appropriations necessary 
to finance the fund on a normal cost plus interest basis and to continue this 
Act in full force and effect.” 

The executive branch of the Government has not insisted on nor administered 
the civil service retirement fund on a fully funded basis. In 1926 Secretary 
of the Interior Hubert Work, who had the responsibility of administering the 
retirement fund, stated: “In determining the status of the present fund the 
actuaries propose that the Government shall henceforth make annual appropria- 
tions in advance of the actual needs of the fund to place it upon a permanently 
self-supporting basis. They further include the plan of annual appropriations 
by the Government in their estimates of the cost of systems proposed by Con- 
gress and themselves. I may say that the Department is unwilling to sub- 
scribe to the theory that the Government should make an appropriation to the 
retirement fund in advance of actual needs. The Government is in the posi- 
tion of guarantor of the fund, and, being the foundation of our economic struc- 
ture, does not need to give bond or make deposit to insure specific performance 
of its obligations. If a like theory were extended to other Federal activities, it 
would follow that the Government should carry insurance on its buildings, main- 
tain a depreciation account against its property, or give bond for specific per- 
formance as a contractor.” 

In recent years the Bureau of the Budget has shown a similar disinclination 
to recommend contributions to the retirement fund. This amendment we are 
discussing would presuppose that the Bureau would suddenly change its com- 
plexion, change its basic thinking, and, with a free hand, make liberal con- 
tributions; either that or all retirement changes would be frozen. To illustrate 
what has happened in recent years, I wish to quote from a statement made by 
Congressman Albert Thomas of Texas, during the hearings held before his sub- 
committee on Appropriations: 

“Mr. THomaAs. In that regard, the committee had an actuary make a study last 
year of the condition of the civil service retirement fund, and he worked up a 
balance sheet as of June 30, 1953, to June 30, 1958, inclusive, and it shows that, 
as of June 30, 1953, the fund was insolvent to the tune of $9.912 million, and that 
year the Congress, by appropriation, contributed $312.400,000 to the fund, which 
was not an overpayment by any means, was it? For 1954, the fund was insolvent 
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to the tune of $10,583 million, and that year not a penny was contributed to the 
fund by anybody, other than the Federal employees. The Federal Government 
didn’t pay a penny. In 1955, the fund was insolvent to the tune of $11,971 million, 
and the only person who made any contribution to the fund was the Federal em- 
ployee, and that was taken from him every payday. The Federal Government 
contributed absolutely nothing. In 1956, the insolvency of the fund had grown to 
$13,838 million, and that year the Federal employee, of course, paid his 6 percent, 
and the Federal Government made a contribution of only $233 million. In 1957, 
the insolvency of the fund had grown to $17,937 million, and besides the Federal 
employee’s contribution, which he makes every payday, the Federal Government 
paid into the fund $525 million.” 

The policy of operating the retirement fund on a modified reserve basis is not 
due entirely to the policy of the administrative branch of the Government. On 
some occasions, appropriations have been recommended but not made by Con- 
gress. To illustrate, I am submitting a table that shows the amount of appropri- 
ation recommended by the actuaries and the actual appropriations that were 
finally made. 

When we look at other retirement funds under Government supervision or 
operation, we find that the civil service retirement fund is in better shape than 
any of the others. A special committee known as the Committee on Retirement 
Policy for Federal Personnel made an exhaustive study of all Government retire- 
ment plans and submitted a thorough report in 1954. It was on the recommenda- 
tion of this committee that the Congress provided in Public Law 854 that the 
system should be financed on the basis of normal cost plus interest. 

The civil service retirement system is percentagewise in better shape than any 
other Government fund. The following short table, based on information taken 
from the Retirement Policy for Federal Personnel shows the comparative posi- 
tion of the various funds at that time. 





Percentage | Percent 





Fund Number of| Normal | contrib- cost of Unfunded 
employees cost uted by | Govern- liability 
employee ment 
| 
Civil service retirement 1, 660, 300 11.15 | 6.00 5.15 $9, 911, 000, 000 
Fe‘eral judiciarv............-- 300 | 19. 72 None 19. 72 8, 500, 000 
Uniformed services............ } 3, £00, 000 9. 49 | None 9. 49 18, 000, 000, 000 
PE Piss oko cn ecertesuuckeenead 1, 463 | 25. 00 5. 50 19. 50 36, 000, 000 








I am also submitting the financial statement of the civil service retirement 
system in evidence. You will note that the contributions of the employees have 
more than exceeded the total expenditures of the fund. 

Two more brief points and then I shall conclude. I think, in considering this 
subject, one must keep in mind that all of these figures are relative; they are 
not necessarily exact. I think it would be well to point out some vital factors 
that confront us when attempting to estimate the cost of a retirement program. 
Addressing the conference of actuaries in public practice, Mr. Cecil P. Bronston, 
vice president of the Illinois National Bank & Trust Co., of Chicago, made the 
following comment: 

“T ran across Sir Winston Churchill’s statement of the most essential qualifi- 
eation of a politician. He said it is the ability to foretell what will happen 
tomorrow, next month, and next year—then to explain afterward why it did not 
happen. It seems to me that it is apropos for you gentlemen of the acturial 
profession, except that you are in a more difficult spot than the average poli- 
tician. To you, 1 year is a short-term forecast. However, you do have this 
dubious advantage. Life expectancies being what you say they are, you may not 
necessarily be here when the final explaining has to be done.” 

Actuarial science is not an exact science. In part 4 of the Retirement Policy 
for Federal Personnel the following statement is found: 

“Long-range actuarial cost estimates or valuations, regardless of how pre- 
sented or how developed, cannot be precise no matter how accurately they may 
be performed.” 

House Report 1698 on the Social Security Amendments of 1954 earried two 
estimates of the future costs of social security in the year 2020. On the basis 
of low-cost assumptions, the estimate amounted to 7.45 percent of payroll: on 
the basis of high-cost assumptions, it amounted to 11.46 percent of the payroll. 
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Here are the same people that figure the same thing and come out 4 percent 
different, depending on what assumptions they make. 

There is a rather broad question to be considered with relationship to this 
entire field, and that is, How large reserves can the Government safely buiid 
up? In addition to the retirement systems shown above, we have under Govern- 
ment direction railroad retirement and social security. If it is necessary to 
place civil service retirement on a completely funded basis, why is it not neces- 
sary to place all these other funds on the same basis? What would it require 
in reserves to do that? In his book, Social Security—Fact and Fancy, Dillard 
Stokes states: 

“* * * How much ought to be on hand now to provide for these claims is a 
matter of speculation. Robert J. Myers, chief actuary of the Social Security 
Administration, and Eugene Razor, of the staff, in December 1954, placed total 
needed for all these items at not less than $267,000 million. Without taking 
into account the higher outlays voted in 1954, W. Rulon Williamson, the former 
acturarial consultant to the Social Security Administrator, placed the sum needed 
at $500,000 million.” 

To place all these programs on a fully funded basis would require reserves 
amounting to at least $350 billion to $400 billion. Where could we invest these 
vast sums? In only one place—in Government debt. We would eliminate all 
Government bonds, as far as the private or corporate investor is concerned. We 
would be compelled to maintain our debt at an increasing high level. Obviously 
we cannot invest Government money in private enterprise. 

One could almost gather the impression from the talk you hear that the civil 
service retirement system is the only system with unfunded liabilities. We dis- 
like hearing our system discussed as insolvent—it is not insolvent—it is in better 
shape than any other Government system. 

There are few retirement systems, either public or private, that do not have 
substantial unfunded liabilities. Public and private pension plans are a develop- 
ment of this century. The civil service retirement system, formed in 1921, is one 
of the oldest. The most important factor involved in creating unfunded liabilities 
is credit for past service. Each new plan is confronted with a sizable liability 
from this one source. Many private plans have very large unfunded obligations. 
These obligations become larger as pay is increased, or as a firm grows. Many 
corporations have 30-year programs outlined for the purpose of eliminating such 
liabilities. 

The procedure set forth in this seemingly innocuous amendment is extremely 
far reaching. The problem involved is one of great magnitude and should not 
be resolved by an innocent-appearing amendment to an appropriation bill. It 
should be resolved only after full and complete hearings. It involves a policy- 
making procedure with great ramifications. 

On behalf of the 600,000 civil-service employees that I represent, I hope that 
this provision will be removed from the independent offices appropriations bill. 
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OPPOSITION TO APPROPRIATIONS FOR UNFUNDED ACCRUED LIABILITIES 


Mr. Keartrne. I am here principally in opposition to the provision 
in the appropriation bill as passed by the House that requires the 
appropriation of money to take care of the unfunded accrued liability 
of any legislation that is passed. 

The effects of this are very broad and far reaching. It would make 
future amendments to the retirement law practically impossible. It 
is based upon the false assumption that the civil service retirement 
fund is expected to be on an actuarially unfunded basis. 

The law does not require that. Many authorities declare that a full 
unfunded retirement system is not necessary in a Government retire- 
ment system. 

The executive branch of the Government has not insisted nor ad- 
ministered the retirement fund on a full unfunded basis, and Congress 
has not appropriated on that basis. 

Senator Dirksen. Mr. Keating, you do agree that the good faith 


and credit of the Federal Government is pledged to the solvency of 
that fund? 


Mr. Keatine. Yes, very definitely. 

Senator Dirksen. Second, would you agree that a great many 
years would elapse before that fund would get into an embarrassing 
difficulty, even if we did not appropriate such sums? 

Mr. Keattne. That is true. 

There is almost $8 billion in the fund. And I had blown up, just 
for illustration, the experience of the fund. 

Senator Dirksen. Is that the table that comes with your statement? 

Mr. Keatina. Yes. 

Senator Dirksen. I think it ought to be reproduced for the record. 

(The table referred to follows :) 
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CONDITION OF CIVIL SERVICE RETIREMENT FUND 


Mr. Keatine. That shows that the contributions by the employees 
have more than paid all of the expenses of the fund up to the present 
time. 

I have quoted several witnesses in here to support the general state- 
ments that I have made, actuaries and Government officials such as 
Maurice Stans, the Director of the Bureau of the Budget; A. A. Wein- 
berg, the actuary from your own State, and several others who sup- 
port the theory that in a perpetual entity it is not necessary to have 
a fully funded actuarial system. You have the taxing power, and 
it is not necessary to build up tremendous reserves. 

In my statement I have also made comparisons—and I took these 
figures or these comparisons from the study made by the Kaplan Com- 
mittee—that indicate, on page 7, that the civil-service retirement fund 
is in far better position than any other retirement system operated by 
the Government. 


SITUATION IN MILITARY AND OTHER AGENCIES 


There is a great deal of talk about the unfunded liability. The un- 
funded liability, proportionately and otherwise, of the fund is much 
greater. In the military, for example, there is no contribution made, 
and in 1953 they estimated that there was an $18 billion unfunded 
liability. The civil-service retirement fund at that time was $9 
billion. 

The normal cost of the Federal judiciary is 19.72 percent of the pay- 
roll. Foreign Service is 25 percent. 

At the time this comparison was made civil service was 11.15 percent. 
I think all their normal costs have increased since that time. 


POSITION OF ACTUARIES 


As to the question of the position taken by actuaries, their figures are 
always subject, I think, a little bit to suspicion. 

Addressing the Conference of Actuaries in Public Practice, Mr. 
Cecil P. Bronston, vice president of the Illinois National Bank & Trust 
Co., of Chicago, made the following comment: 

I ran across Sir Winston Churchill’s statement of the most essential qualifica- 
tion of a politician. He said it is the ability to foretell what will happen to- 
morrow, next month, and next year—then to explain afterward why it did not 
happen. It seems to me that it is apropos for you gentlemen of the actuarial 
profession, except that you are in a more difficult spot than the average politician. 
To you, 1 year is a short-term forecast. However, you do have this dubious 
advantage. Life expectancies being what you say they are, you may not neces- 
sarily be here when the final explaining has to be done. 


COST OF COMPLIANCE WITH APPROPRIATION RIDER 


When the last retirement bill was passed Philip Young appeared 
before the House Post Office and Civil Service Committee, and he 
estimated that the passage of that bill would increase the unfunded 
liability retirement fund by $4,900 million. If this rider was in oper- 
ation that would have meant that the Civil Service Commission would 
have to go to the Bureau of the Budget and ask for that much of an 
appropriation, and you know how close they would get to the Capitol. 


25300—5S—pt. 1——_16 
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They wouldn’t get in the front door of the Bureau of the Budget with 
a request of that magnitude. 

He also estimated at the time that the yp Sen liability would be 
increased to $18,335 million. As of now, 2 years later, according to 
the actuaries, the unfunded liability is $18,065 million. So there was 
a substantial overestimate, as there usually has been, in these costs. 

The Civil Service Commission has estimated that to comply with 
this rider, if the Senate bill increasing the annuities of those already 
retired is passed by this Congress, it will require appropriation of $893 
million, and if the House bill is approved it will require appropriation 
of $552 million. 


COMPLETE FUNDING ERRONEOUS ASSUMPTION 


We believe that the entire proposition is based upon a false assump- 
tion, and one thing that is rather difficult to prove or discuss is that we 
are operating on a fully unfunded basis, or it is necessary and desirable 
to operate on such a basis. 

We believe that it is rather dangerous to even attempt to operate all 
funds on a fully funded basis. If you were to operate the civil-service 
retirement fund, social security, railroad retirement, the judiciary 
retirement, and all of the retirement funds on a fully funded basis you 
would have to have reserves of something like $350 billion or $400 
billion. What would you do with $350 billion or $400 billion in the 
Government ? 

There is only one thing you can do with that type of money, and that 
is to invest itin debt. You can only buy Government bonds. 

Even with our reserves in civil-service retirement of $8 billion, if we 
went into the market we would disrupt it, and you can imagine what 
would happen if the Government went out and bought railroad stock 
and oil stock and invested in corporations, to the physical market. So 
they have only one source of investment, and that is Government debt. 
You would have to maintain a debt larger than we have at the present 
time if you operated all of those funds on a fully funded basis. 


MOST PRIVATE SYSTEMS NOT COMPLETELY FUNDED 


There is another misconception that I think is quite prevalent, and 
that is that all of the private retirement systems’ funds are on a fully 
funded program, and the truth of the matter is that most of your 
private retirement plans have been established within the last 20 
years, and all of them, of course, when they were established, had the 
greatest source of unfunded liability, and that is credit for past serv- 
ice. They all have to assume that. So they all start out. The only 
way you would have one that could operate on a fully funded basis 
would be if you had a new organization, new employees, no service 
or anything of that sort. But the people that have established plans 
are businesses that have been in operation for a long time and they, 
too, have their unfunded liability program. Some of them have 30- 
year plans that at the present time look like they will have eliminated 
the unfunded liability in 30 years, but I seriously doubt if they will 
because there are changes in pay scales, and they ‘have to appropriate 
substantially just as the Government is asked to do in this case to 
eliminate that. Private business is not going to do that. They are 
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going to put that on an amortized basis for probably another 20 years. 
So it will be many, many years before any substantial number. 


STATEMENT FROM ACTUARIES 


Some small companies are on a fully funded basis. In support of 
that statement I have—this is from the provision of the Conference 
of Actuaries—a statement by Alexix Orav, who is an actuary con- 
nected with the George B. Buck consulting firm, who are the consult- 
ing people for the civil service retirement. 

Senator Dirksen. This was at their meeting where ? 

Mr. Keatine. I think they usually meet in Chicago. This is their 
seventh annual meeting. I am quite sure that they usually hold these 
meetings in Chicago. 

Senator Dirksen. You are reading from what page ? 

Mr. Keratine. Reading from page 229. He states: 

In recent years there has been a tremendous increase in the number of pen- 
sions, profit sharing, and stock bonus plans, and the amounts of contributions 
and assets under these plans. Few comprehensive figures are available with 
respect to the total number of plans. However, based on data published by the 
Internal Revenue Service, the Securities and Exchange Commission, and the 
Institute of Life Insurance, it may reasonably be estimated that the number 
of trust pensions, profit sharing, and stock bonus plans which qualify under sec- 
tion 401 (a) of the Internal Revenue Code is about 36,600 with a total book 
value of assets of $30 million. The annual contribution under these plans 


amounts to about $4 billion, and the number of covered employees has been es- 
timated to be about 13 million. 


The point that I am making in this particular quotation is that 
with 13 million employees and reserves of approximately $30 billion, 
their reserves proportionately are about the same as the reserves that 
we have in the civil-service retirement fund. 


So, when people refer to our fund as being insolvent, they are not 
being accurate. It isn’t insolvent. It is in excellent shape. 


APPROPRIATIONS ACTION 


Over the years the Congress has not appropriated money. I have 
a table on the last page of my report which shows the appropriation 
recommended by the actuaries, and the actual appropriations made 
by Congress. The actuaries have recommended appropriations since 
the institution of this program in 1921 of $8,513 million, and actually 
the Congress has appropriated $4,164 million. So our fund is in 
very good condition. 

I do not mean to say that I am appearing here in opposition to 
the appropriation that is proposed. I am not. I think that we have 
to maintain a substantial reserve in the fund to protect the existing 
benefits so that the beneficiaries would not be subject to economic 
fluctuations, as they well might be if they did not have substantial 
reserves, 

We had hoped that the Kaplan committee would direct their at- 
tention and arrive at probably a better conclusion as to what is the 
proper amount of reserve. They did arrive at the conclusion that the 
Congress should appropriate the normal cost plus interest. But this 
proposal that we have before us goes a little bit further. It goes so 
far as to prevent any change or improvement in the Retirement Act 
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if it is put into operation, and we do sincerely hope that the Senate 
will take that provision out of the appropriation bill when it passes. 
(The table referred to follows :) 


Appropriations recommended by board of actuaries and appropriations actually made 




































Appropriations | Appropriations | Appropriations | Appropriations 
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Senator Dirksen. Mr. Keating, you have been around here for a 
long time. Do you recall any session of Congress where Congress 
has not freely recognized its duty and its responsibility to the retired 
employees under the Civil Service Retirement Act? 

Mr. Keatine. No, they haven’t. There has been a question as to 
the amount they should appropriate, but there has never been any 
time when the retired employees haven’t felt that everything was well 
taken care of. 

Senator Dirxsen. So, with a recognition of the obligation plus the 
fact that it would be a long time before that fund could be embar- 
rassed, there is no need for apprehension on the part of those who are 
the beneficiaries of the fund or the future potential beneficiaries? 

Mr. Keatine. That is right. 

And I think there is a question of the wisdom of the Government 
building too large reserves. 

Senator Dirksen. That is right. 

Tt isa very interesting statement, and I thank you very much. 

Mr. Keattne. Thank you. 

Senator Dirksen. The tables will be included. 

Mr. Keatine. Thank you. 


NATIONAL SCIENCE FOUNDATION 





Senator Drirxsen. I think we have 2 witnesses and 1 statement 
here on the National Science Foundation. 

Dr. Leonard S. Cottrell, Jr., editor, Sociometry, had intended to 
appear. So we will file Dr. Cottrell’s statement. 
(The statement referred to follows :) 


STATEMENT BY LEONARD S. COTTRELL, JR., Eptror, SOCIOMETRY ON THE NATIONAL 
ScIENCE FOUNDATION 





Mr. Chairman and members of the Senate committee, first, permit me to ex- 
press my appreciation for your kindness in providing me this opportunity to 
testify in behalf of the 1959 appropriation of the National Science Foundation, 
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and, in particular, in behalf of its appropriation for research and training in the 
social sciences. I am appearing in my personal and professional capacity as a 
social scientist and not as a representative of any of the organizations and Gov- 
ernment agencies with which I have the honor of being associated. 

I have had the privilege of observing the social science programs of several 
Government agencies at firsthand. In addition to my membership on the Ad- 
visory Panel for the Psychological and Social Sciences in the Office of the As- 
sistant Secretary of Defense, Research and Engineering, I am currently serving 
as a member of the National Mental Health Council and the Advisory Panel for 
Social Science Research of the National Science Foundation. Let me assure 
you, Mr. Chairman, that it has been quite painful for me to observe directly the 
large number of extremely significant projects in the social sciences which Goy- 
ernment agencies have had to decline because of lack of funds. In the National 
Science Foundation we have received in the past year over $3 million in requests 
for social-science projects, and have had only $600,000 to spend. The budget 
under consideration, as approved by the House, includes $850,000 for the social 
sciences next year. I am thoroughly convinced that the Foundation could well 
spend twice that amount. Representative Charles O. Porter of Oregon quite 
eloquently presented this viewpoint on the floor of the House on March 27, and 
was advised by Representative Albert Thomas of Texas, chairman of the House 
subcommittee which considered the National Science Foundation appropriation, 
that his general purpose was an admirable one. 

Here are some interesting figures set forth by Congressman Porter: 

The National Science Foundation presents its summaries of obligations among 
the three major scientific areas as follows: 

Biological and medical sciences: From $7.8 million in 1958 to $19.5 million in 
1959, an increase of $11.7 million. 

Mathematical, physical, and engineering sciences: From $7.8 million in 1958 
to $19.5 million in 1959, an increase of $11.7 million. 

Social sciences : From $600,000 in 1958 to $850,000, an increase of $250,000. 

In short, as Mr. Porter points out, the sciences having to do with how to 
improve our physical well-being and prolong life and the sciences dealing with 
the physical universe were increased almost three times, but the sciences having 
to do with the problems of human behavior were increased only about 40 percent. 

If the amount available for social science research were increased to $1.7 
million, and the total for research support maintained at $40 million, the result 
would be that all programs would be increased almost 3 times, although social 
science basic research would still be less than one-tenth as much in dollars as 
either of the other 2 programs alone, less than one-twentieth of both of the other 
programs together. 

In his plea for additional funds for more basic research in psychology, soci- 
ology, economics, and other disciplines relating to human social behavior, Con- 
gressman Porter points out that in 7 years the National Science Foundation has 
spent $27.4 million on mathematical, physical, and engineering sciences: $26.6 
million on biological and medical sciences, but in this same neriod only $1.2 
million on social sciences, its program beginning in 1954 with $57,000. 

I was also very much impressed with the cogency of the arguments presented 
last year by Senator Hubert Humphrey of Minnesota in support of a greater 
effort by the National Science Foundation in the area of the social sciences. 
With your permission, Mr. Chairman, I should like to present for the subcom- 
mittee’s consideration Senator Humphrey’s remarks as they appeared in the 
Congressional Record of July 9, 1957: 

“T was one of the original sponsors of the National Science Foundation’s pro- 
gram. I have always watched over it in every session of Congress, working for 
increased appropriations in order that its activities could be properly develoned 
and expanded. I have paid particular attention to the Foundation’s expanding 
social science program and have looked forward to the time that an adeauate 
amount of its funds would be allocated to support research grants and fellow- 
ships in the social sciences. 

“T was therefore gratified to learn from the statement inserted in the Record 
on June 12, 1957, by the Senior Senator from Oregon (Mr. Morse) that he and 
the distinguished Senator from Washington (Mr. Magnuson) are agreed that it 
would be annropriate and desirable for the National Science Foundation to 
spend $1 million of the $40 million annropriated for fiscal year 1958, or only 
2% percent, for research grants and fellowshins in the social sciences. 

“T should like to express my unqualified endorsement of the views of my able 
colleagues and to add my own voice to theirs in support of expanding the social 
science programs of the National Science Foundation. There can be no ques- 
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tion of the importance and urgency of the matter. I assume that the Director 
of the Foundation and the National Science Board will proceed immediately 
and directly to the implementation of the suggestion of my colleagues, with re- 
spect to both research grants and fellowships, and that they will prepare the 
groundwork for an even more extensive social science program in the years to 
come. 

“My recent experience in the Middle East has impressed upon me more than 
ever the urgency of getting on in the social sciences. There is immediate and 
erying need for trained and knowledgeable personnel to deal intelligently and 
rationally with a variety of social science problems. For example, the question 
of equitable distribution of agricultural surpluses, the need for better under- 
standing of the obstacles and impediments to reasonable interpersonal and in- 
tergovernmental relations in the area, and insight into the mentalities and 
personalities of the individuals and masses with whom we have to deal. The 
effectiveness of our various assistance programs depends in large measure upon 
having reliable information about, and understanding of, the hopes, aspirations, 
motivations, and expectations of the peoples involved. In so many different 
ways there was impressed upon me the tremendous benefits which would accrue 
to us as a nation from having available a well-trained corps of social-science 
technicians and experts. 

“T deem it essential, therefore, that the National Science Foundation set about 
with dispatch to broaden its research and fellowship programs in the social 
sciences. The needs are considerable, but the program levels recommended by 
my colleagues from Oregon and Washington provide at least a reasonable mini- 
mum effort upon which a stronger and broader program can be developed in 
the future. As stated in the Record of June 3, 1957: 

“*The imperative necessities of the current social crisis suggest that excessive 
timidity is a luxury we cannot afford.’ 

“My distinguished colleague from Oregon has remarked that curtailment of 
funds in this area will prove not to represent economy but a very expensive 
reduction. I agree with him and trust that the Foundation will overcome its 
unwarranted reluctance to move forward in the social sciences. 

“It is gratifving to note the increasing evidence of a general recognition of 
the importance of basic scientific studies of human socia! behavior. The unequiv- 
ocal position of the Senate’s Subcommittee on Juvenile Delinquency of the 
Committee on the Judiciary is a case in point. On several occasions the sub- 
committee urged the National Science Foundation to expand its work in the 
social sciences and in its final report the subcoinmittee stated : 

“*The subcommittee strongly recommends that ample funds be made available 
for the next fiscal vear to permit the National Science Foundation to embark 
upon a program of social science support on a reasonable scale. The Founda- 
tion already possesses legislative authority to undertake programs in the 
social-science fields. The subcommittee believes that such a program would 
clearly be in the national interest and would provide for meeting an important 
national need.’ 

“Tt is inconceivable to me that the National Science Board and the staff of 
the Foundation will fail to give proper attention to this serious recommendation 
of an able group of Senators. I am confident that the Director of the Foundation 
and the Board, by virtue of their concern with promoting the national interest 
and national welfare, will not long delay in adopting and carrying out the wise 
suggestions of Senators Morse and Magnuson, and of the members of the Sub- 
committee on Juvenile Delinquency, regarding the development of an expanded 
program of research grants and fellowships in the social sciences. It seems 
to me that the suggested allocation of $1 million for this purpose is the very 
least we can spend for this important national program.” 

Senator Humphrey, it should be noted, is referring to $1 million out of a total 
budget for the Foundation of $40 million. The Foundation’s request before you is 
for $140 million. 

Last year, Mr. Chairman, you very graciously included in the subcommittee’s 
record a communication I had addressed to President Eisenhower, Senator Wayne 
Morse, and others. In that statement I quoted one of the conclusions of the 
report on private foundations issued by the House committee headed by the late 
Representative Cox of Georgia. Permit me to repeat that quotation now since 
it presents succinctly and forcefully a significant point of view : 

“Tt is entirely possible that in a time when man’s mastery over the physical 
sciences threatens him with possible extermination the eventual reward from the 
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pursuit of the social sciences may prove even more important than the accom- 
plishments in the physical sciences.” 


In addition to more research funds there is an imperative urgency to train 
more qualified people in the social sciences. Consequently, there must be a 
broader and more intensive program of social-science fellowships in the Founda- 
tion. I understand that some $500,000 is included in the Foundation’s fellow- 
ship request for selected social-science areas. I believe this figure should be 
doubled. All social scientists with whom I have consulted are agreed that the 
major bottleneck in the progress of the social sciences is precisely in the area of 
specialized and expertly trained manpower capable of performing the important 
tasks of research and teaching in the social sciences. 

Finally, Mr. Chairman, I should like to express my strong endorsement of 
the recommendations proposed by my fellow social scientist, Dr. Harry Alpert, 
vice-president-elect of the American Sociological Society. Dr. Alpert concludes 
an important article on the social-science program of the National Science 
Foundation in the February 1, 1958, issue of the Saturday Review, as follows: 

“Next steps, in my judgment, should include, for the short range: (1) broaden 
ing of the NSF graduate and faculty fellowship programs to include the social 
sciences as such; (2) inclusion of the social sciences on an equal status with 
other scientific disciplines in the education, register, facility support, and re- 
lated programs of the Foundation; and (3) establishment, after a period of ex- 
perience with present programs, of a Division of the Social Sciences, as en- 
visaged originally in the Magnuson-Kilgore bill 13 years ago. 

“For the long run, steps must be initiated to develop among natural scientists 
and social scientists a sense of mutual respect and understanding and a com- 
munity of interest. Today’s invidious hierarchial distinctions among specialists 
of the various disciplines must disappear. An institutional environment must 
be created to encourage all scientists in intimate association to cooperate ef- 
fectively toward achievement of the common goal of better understanding of the 
ways of nature, man, and society. Man’s mastery of space, it has been appro- 
priately said, must quickly be matched by man’s mastery of himself. This is a 
fundamental condition of survival.” 


Senator Dirksen. Then is Dr. Miller here? 

Dr. Mitier. Yes, sir. 

Senator Dirksen. And Dr. Heller? 

Dr. Hetier. Yes, sir. 

Senator Dirksen. Are you gentlemen acquainted with each other? 
You are both appearing on the same item. 

Dr. Miuter. I don’t think. 

Senator Dirksen. Dr. Heller meet Dr. Miller, and Dr. Miller meet 
Dr. Heller. 


NATIONAL ScieNcE FounDATION 
MENTAL HEALTH RESEARCH INSTITUTE 


STATEMENT OF DR. JAMES G. MILLER, DIRECTOR, UNIVERSITY OF 
MICHIGAN; ACCOMPANIED BY REV. C. LESLIE GLENN, REPRE- 


SENTING TEMPORARY GROUP ON NATIONAL SUPPORT FOR 
BEHAVIORAL SCIENCE 


PREPARED STATEMENT 


Dr. Mirzier. This is Dr. Glenn, an associate of mine. 

Senator Dirksen. You are also interested in the National Science 
Foundation ? 

Dr. Mituer. Yes, sir. 

Senator Dirksen. Would you like to come up to the table also? 

Dr. Hetier. Yes, sir. 

Senator Dirksen. This is a rather substantial statement, Dr. Miller. 

Dr. Mutter. I would be glad to summarize it. 
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Senator Dirksen. Would you, in the interest oftime? I havea par- 
ticular interest in this item, and I know the chairman does likewise, 
who is the original sponsor of the national bill. So, if you can assist 
the committee a little, I should be very grateful, and we will file your 
statement in full. 

(The statement referred to follows :) 


STATEMENT By Dr. JAMES G. MILLER, REPRESENTING THE TEMPORARY GROUP ON 
NATIONAL SUPPORT FOR BEHAVIORAL SCIENCE 


Mr. Chairman, in the increasing national emphasis on basic research since 
sputnik are we planning to devote a disproportionate amount of our attention to 
research in the physical sciences—important as they are? Are we giving due 
thought to increasing our efforts in basic research on man himself, as well as 
missiles, machines and the inanimate universe? 

The study of man is highly appropriate as a positive and constructive emphasis 
in a democracy based on the integrity of the individual human being. Moreover, 
it is as desirable to conduct basic research to attain knowledge for its own sake 
in this field as in any other. In the United States such investigation can be 
carried out with objectivity unhampered by political restrictions, which is not 
true of countries behind the Iron Curtain. 

These issues were raised by Vice President Nixon when I visited him at his 
request last November. The viewpoiut has been supported by a number of 
Senators of both parties to whom I have talked since then. 

At the suggestion of the Vice President we formed a temporary national group 
on support for behavioral science, representing various of the sciences of man 
and coming from scientific organizations in different parts of the country. The 
names of this group of which I am spokesman appear on the first page of the 
booklet in your hands, which recently at the request of Senator Humphrey was 
incorporated in the Congressional Record (Wednesday, April 23, pp. 6252 ff). 

Having prepared this report and discussed it with the Vice President, with a 
number of Senators in both parties, with Dr. James Killian, Jr., and the Presi- 
dent’s Science Advisory Committee, and having made the report public, our 
group has disbanded with the hope that our recommendations will be heeded 
by the appropriate governmental and private organizations. 

We have recommended increase in funds granted to the National Science 
Foundation to support the social science aspects of behavioral science, in- 
eluding basic research, training, and required facilities. It is for the purpose 
of emphasizing these needs and the vital role of all behavioral science that I ap- 
pear before you today. 

Behavioral science applies the methods of science—examination, measuring, 
testing—to man himself. As medicine draws from many sciences whatever knowl- 
edge concerns the health of people, so behavioral science draws from many fields 
what each can contribute to the central problem of understanding the behavior 
of man. It studies the actions of men, their relations to each other, and to 
nature. 

Behavioral science, striving toward, but not yet attaining, unified theory, seek- 
ing precise quantification and accurate prediction of man’s behavior, is young, 
and its subject matter is complex. We know more about the laws governing the 
orbits of planets than the laws governing action and reaction of human groups. 
Many methods of behavioral science are still crude: yet much is known which, 
experience has shown, can be put to good use. Much behavior can be described 
systematically, and changes produced by altering features of the physical and 
social environments can be predicted. Sometimes a scientific approach pays off 
well, but to most practical problems the new sciences candidly admit they can- 
not give immediate solutions. Yet they may suggest the right questions to ask or 
indicate in what directions the answers lie. 

The so-called “hard sciences” are mathematics, astronomy, physics, chemistry, 
and biology (which is somewhat hard), whereas the “soft sciences” are psy- 
chology, sociology, economics, and such. However, we could contrast “hard” 
with “easy” instead of “soft.” If we use hard versus easy instead of hard versus 
soft, then psychology, sociology, and economics become the hard and mathematics 
and physics become the easy. This is based on ease of understanding or of 
making clear generalizations. Gertrude Stein said the difficulty with thinking 
is that you have to think about so many different things at once. This is more 
true of sociology than of chemistry, more true of people than of algebra. 


















INDEPENDENT OFFICES APPROPRIATIONS, 1959 247 


Though the West leads Russia in accomplishments in behavioral science at 
present, and has more and better trained scientists, the fact that this field is at 
an early stage of development, here and in all other nations, means that we 
could be surpassed by a country which concentrated serious effort to that pur- 
pose, if we do not intensify our own efforts. 

We must assume the probability of a breakthrough in the control of the at- 
titudes and belief of human beings through exceptionally effective educational 
techniques, drugs, subliminal stimulation, manipulation of motives, or some as 
yet unrecognized medium. This could be a weapon of great power in Com- 
munist hands, unless comparable advances in the West produce effective counter- 
measures, 

The democratic conviction of the dignity of man and his role in society is a 
point of view that stimulates development of behavioral science. Concern for 
the individual has traditionally set problems for philosophers, statesmen, and 
spiritual leaders. Human behavior represents a complex intermingling of moral 
and physical considerations, and there is an important region of overlap between 
behavioral science and the humanities, particularly history, languages, litera- 
ture, philosophy, and regilion. The sciences of man often build on and clarify 
the wisdom of the humanities, and attempt to formulate and test precise laws. 

Before World War I it would have been difficult to pcint to many applications 
of basic research in behavioral science that were better than the commonsense 
judgments of competent individuals. Now there are instances in which basic re- 
search has led to important advances that have already had impact on society. 
These include: intelligence and aptitude testing; techniques to speed learning 
and increase the effectiveness of education; use of drugs in alleviating or curing 
certain mental illnesses: sample survey methods using mathematical statistics 
for measuring and predicting social trends; development of increasingly reliable 
economic indicators fundamental to planning in government and industry; use 
of group dynamics to improve the efficiency of face-to-face working groups; and 
many others. Such achievements make for widespread general acceptance, 
sometimes too enthusiastic and uncritical, of behavioral science. 

Throughout the ages when man has gained more knowledge he has gained 
more freedom. His understanding of physical laws increasingly has enabled 
him to control the natural environment, protect himself from heat and cold, 
and travel speedily and comfortably. Expanding biological science has freed 
him from pestilences, most of the terrors of childbirth, the feebleness of mal- 
nutrition, many forms of pain and physical misery. His life span has been pro- 
longed and made more healthy. 

Similarly behavioral science, directly probing man’s central nature, gives 
promise of increasing his degrees of freedom and expanding his effectiveness 
and creativity. He can be released from the constriction of life by neurosis 
and feeblemindedness and the tragedly of psychosis; the limitation of oppor- 
tunity from inadequate education, associated prejudice and bias; the diminish- 
ing of contentment and effectiveness from marital strife, industrial unrest, crime 
and delinquency; and perhaps most of all, the fear of international conflict 
which constrains the free expression of the world’s peoples. To these central 
problems of human existence the sciences of man ultimately address themselves. 

We are coming to accept as likely in the future a sort of physical existence 
which would have been unimaginable a few years ago. But the potential bene- 
fits which can flow from basic study of our behavior are not so clearly seen. 
A chief purpose of this report is to present and urge these bright prospects. 

The number of talented persons who enter and complete graduate training in 
behavioral science is now limited by the shortage of fellowships and assistant- 
ships. A recent report of a National Science Foundation 1954 survey presents 
the following analysis of all forms of support (teaching assistantships, research 





248 INDEPENDENT OFFICES APPROPRIATIONS, 1959 


assistantships, and fellowships from educational institutions, the Federal Gov- 
ernment, and other sources: 





Percent of resi- 
Field dent students | Median stipend 
with stipends 


} 
| 
| 
j 


PIN So ees oS, eS OA cic ale eedabbiecated | { $1, 360 
Biological (life) sciences : 1, 395 
Psychology 7 1, 185 
Social sciences 1,065 


The Federal Government, by its present programs of fellowship and research 
grants, is contributing to this imbalance: 


Number receiv- Percent of 
Field ing Federal resident 
support students 


I ee. EE a 2a 3, 399 | 
Biological (life) sciences. - ---- ; aie enteral 1, 696 
Psychology and social sciences. ____- 512 


While it is desirable to augment the Federal support of graduate training 
in all the sciences, it is clear that the greatest deficiency is in the social sciences. 

Basie research, as distinguished from applied research and development, is 
essential for the maintenance and continued growth of any scientific field. The 
requirements for basic research, and the desirable conditions for fostering and 
supporting it, were presented in the National Science Foundation 1957 report 
on basic research. Its recommendations for minimum restrictions on the free- 
dom of the scientist, for long-term program-type grants instead of specific project 
grants, and for integration of outside supported research with the training of 
graduate students, are equally appropriate for behavioral as for all science. 

The support of behavioral science by universities and fundations is pre- 
dominantly for basic research. This is not true of Federal support, which is 
greater for applied research, especially in social science. The following table 
shows Federal expenditures for 1957, in millions of dollars: 


Field Total basic and Basic re- | Percent 
applied research search | basis 





Physical sciences___- si 7 ; eae eeked 647 | 143 | 
Biplogical (life) sciences. _- ioe ees 281 70 | 
Social sciences BE sos : 35 | 4 | 

} | 


There has been great advance in the tools and techniques used in behavioral 
science. These include: Microelectrodes that are so small they can penetrate 
and make electrical recordings of a single cell in the brain and still not disturb 
its functioning, computers which can simulate some aspects of behavior, and 
computers which can speedily analyze social data of a complexity heretofore 
unapproachable. Radioactive tracers to study function of the nervous system. 
Game theory—a mathematics of decision making, maximizing profit while mini- 
mizing loss. Survey centers with nationwide field staffs. Electrically controlled 
apparatus enabling animals to choose how much drug or current they will apply 
to a particular brain center penetrated by a microinstrument. Quantitative 
means for measuring the content of information in flows of conversation. Elec- 
tronic filters for separating the frequencies of speech which convey feelings from 
those which convey ideas. Many of these techniques are costly compared with 
the methods used in the study of man by the solitary investigators of a few 
decades ago. 
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With such tools behavioral scientists can investigate crucial areas, vital con- 
cerns of individuals and society in our Nation and the world. In so doing they 
will attack some problems novel even to those acquainted with the classic 
status of these fields only a few years ago. 

President Eisenhower has asked for a “science for peace.” The issues which 
can be attacked by behavioral science are the human ones whose solution can 
guide world affairs along the course from cold war to ultimate peace. These 
are the most crucial of the many applied problems to which the sciences of man 
address themselves. 

Professor I. I. Rabi recently stated this need clearly and forcibly: 

“We have to solve the problem of living together on this planet or we won’t 
live. By we, I mean the major part of the globe, the United States, Russia, and 
other nations. The end of our national existence is in sight unless we solve the 
problem.” 

There has been almost no systematic research in behavioral science concerning 
international relations and diplomacy, negotiation, the prevention of war, or the 
operation of arms control systems. 

Though not the application of greatest human hopefulness, certainly the mili- 
tary uses of behavioral science lead all the others so far in the amount of Federal 
money expended. For example, during World War II, there were many accom- 
plishments. Standardized tests of ability markedly improved the efficient selec- 
tion of officer candidates. In the Air Corps training failures were reduced from 
61 percent to 36 percent. The Army’s Research Division developed techniques for 
screening potential psychiatric casualties among military recruits. Naval psy- 
chiatrists were able to improve the rate at which such casualties were returned 
to duty. At the beginning of the war, only 5 to 10 percent of psychiatric casual- 
ties could be returned to duty, but with the use of new methods, psychiatrists 
could salvage 60 percent for front line duties in 2 to 5 days and an additional 
30 percent for service in rear areas. Some problems were even demonstrated to 
be nonexistent. For example ,there was much talk about the causes of absentee- 
ism among workers in war industries. A survey established the fact that there 
was little or no absenteeism not attributable to such normal causes as sickness, 
women having to stay home to take care of children, and so forth. More effective 
methods of convincing Americans to buy war bonds were inaugurated. Certain 
testing devices used in selecting American troops were later found to correlate 
positively with aspects of their combat performance. Engineering psychologists 
aided in the design of weapons and equipment. Anthropologists successfully pre- 
dicted the morale of the Japanese population. The list could be extended at 
length. 

The strength of a nation depends on its technical and material assets, and 
on the scientific research which constantly expands these physical resources. 
But national strength is equally dependent upon human factors which determine 
how effectively physical resources are used: the health, morale, and motiva- 
tion of the population, as well as the formal and informal organization of the 
society. The well-being and happiness of its citizens are goals of a democratic 
society, rather than mere means for the attainment of greater material strength. 
And the productivity of society is dependent upon all these human factors, 
which are the subject of study of behavioral science. 

Americans are still only dimly aware of the central role our educational system 
plays in our present way of life and in our future development. Fortunately 
President Eisenhower's “safety through strength” program stresses education as 
one of its main points. His recommendations on education include the selection 
and guidance of the gifted and the evaluation of methods by which they are 
trained. These tasks demand the collaborative efforts of behavioral scientists 
and educators. 

It is the opinion of our group that funds should be explicitly increased for 
basic research in the social sciences in this bill. My personal recommendation 
would be explicitly to earmark for these fields $1,700,000, twice what was re- 
quested in the budget before you, or even $2,250,000, which would be three times 
what is requested. This would not increase amounts appropriated by 1 penny, 
but it would bring the increase for social sciences in line percentagewise (but 
not dollarwise) with other fields. The increases proposed for biological and 
medical sciences are from $7.8 million in 1958 to $19.5 million in 1959, an increase 
of $11.7 million. Mathematical, physical, and engineering sciences would go 
from $7.8 million in 1958 to $19.5 million in 1959. The social sciences, however, 
are to receive only $250,000 more, from $600,000 in 1958 to $850,000 in 1959. That 
is disproportionate and does not properly support the critical sciences of man. 
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Our group has also commented that fellowship funds should be increased. 
A very small amount is requested for this purpose in the current bill. It would 


be entirely appropriate to earmark $500,000 for this purpose while not increasing 
the overall amount for fellowship support. 

We are happy to report that since the issuance of our report the officials 
of the National Science Foundation have acted to carry out a plan which has 
for some time been recommended by staff members of the Foundation. The 
Chairman of the National Science Board has appointed a committee on the 
social sciences for the first time, under the chairmanship of Father Theodore 
M. Hesburgh, president of Notre Dame University. 

In this connection, it is our hope and one of our central recommendations that 
there will be more adequate representation of the social sciences on the National 
Science Board, as well as other scientific advisory bodies of the Government. 

I know, Mr. Chairman, that from the very inception of the National Science 
Foundation you were interested in seeing established a division of the social 
sciences. In view of the importance of this area, I believe that such a division 
within the Foundation should be established as promptly as possible. 

It is our hope that recent developments indicate an increased concern within 
the Foundation for the behavioral sciences, and that next year their staff will 
return requests for markedly increased support for all the needs of these prom- 
ising fields which are so essential to the national welfare. 


DISPROPORTIONATE ATTENTION TO PHYSICAL SCIENCES 


Dr. Mriurr. Thank you. 

T would like to call your attention, if I may, to this printed state- 
ment which was sent to you some months ago and which I am going 
to refer to in this discussion. 

In the increasing national emphasis on basic research since sputnik 
are we planning to devote a disproportionate amount of our attention 
to research 1 in the physical sciences, imvortant as they are? Are we 
giving due thought to increasing our efforts in basic research on man 
himself. as well as missiles. machines and the inanimate universe ? 

The study of man is highly appropriate as a positive and construe- 
tive emnhasis in a democracy, based on the integrity of the individual 
human being. Moreover. it is as desirable to conduct basic research 
to attain knowledge for its own sake in this field as in any other. In 
the United States such investigation can be carried out with objec- 
tivity nnhamnered by political restrictions, which is not true of coun- 
tries behind the Iron Curtain. 

These issues were raised by Vice President Nixon when I visited 
him at his request last November. The viewpoint has been supported 
by a number of Senators of both parties to whom I have talked since 
then. 

SUPPORT FOR BEHAVIORAL SCIENCES 


At the suggestion of the Vice President, we formed a temporary na- 
tional gronn on snnport for behavioral science, representing various 

of the sciences of man and coming from scientific organizations in 
different parts of the country. The names of this group, of which I 
am snokesman, apnear on the first page of the booklet in your hands, 
which recently, at the request of Senator Humphrey, was incorporated 
in the Congressional Record. 

Having prepared this report and discussed it with the Vice Presi- 
dent. with a numher of Senators in both narties, with Dr. James 
Killian, Jr., and the President’s Science Advisory Committee. and 
having made the report public. our group has disbanded with the hope 
that our recommendations will be heeded by the appropriate govern- 
mental and private organizations. 
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We have recommended increase in funds granted to the National 
Science Foundation to support the social science aspects of behavioral 
science, including basic research, training, and required facilities. 
It is for the purpose of emphasizing these needs and the vital role of 
all behavioral science that I appear before you today. 


PROCEDURES IN BEHAVIORAL SCIENCE 


Behavioral science applies the methods of science—examination, 
measuring, testing—to man himself. As medicine draws from many 
sciences whatever knowledge concerns the health of people, so 
behavioral science draws from many fields what each can contribute 
to the central problem of understanding the behavior of man. It 
studies the actions of men, their relations to each other, and to nature. 

Behavioral science, striving toward but not yet attaining unified 
theory, seeking precise quantification and accurate prediction of man’s 
behavior, is young, and its subject matter is complex. 

We know more about the laws governing the orbits of planets than 
the taws governing action and reaction of human groups. Many 
metuods of behavioral science are still crude. Yet much is known 
which, experience has shown, can be put to good use. 

Much behavior can be described systematically, and changes pro- 
duced by altering features of the physical and social environments 
can be predicted. Sometimes a scientific approach pays off well, but 
to must practical problems the new sciences candidly admit they can- 
not give immediate solutions. Yet they may suggest the right ques- 
tions co ask or indicate in what directions the answers lie. 

The so-called hard sciences are mathematics, astronomy, physics, 
chemistry, and biology, whereas the soft sciences are psychology, 
sociology, economics, and such. However, we could contrast hard 
with easy instead of soft. If we use hard versus easy instead of hard 
versus soft, then psychology, sociology, and economics become the 
hard, and mathematics and physics become the easy. This is based 
on ease of understanding or of making clear generalizations. Gertrude 
Stein said the difficulty with thinking is that you have to think about 
so many different things at once. This is more true of sociology than 
of chemistry, more true of people than of algebra. 


FIELD IN EARLY DEVELOPMENTAL STAGE 


Though the West leads Russia in accomplishments in behavioral 
science at present, and has more and better trained scientists, the fact 
that this field is at an early stage of development, here and in all other 
nations, means that we could be surpassed by a country which concen- 
trated serious effort to that purpose if we do not intensify our own 
efforts. 

We must assume the probability of a breakthrough in the control of 
the attitudes and beliefs of human beings through exceptionally effec- 
tive educational techniques, drugs, subliminal stimulation, manipula- 
tion of motives, or some as yet unrecognized medium. This could be 
a weapon of great power in Communist hands unless comparable ad- 
vances in the West produce effective countermeasures. 

It would have been difficult before World War II to point to very 
many contributions from this particular area, but at the present time 
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it is possible for us to indicate many important contributions which 
the behavioral sciences have made to the welfare of the country and 
to the world. We are coming to accept as likely in the future a sort 
of physical existence which would have been unimaginable a few years 
ago. But the potential benefits which can flow from basic study of our 
behavior are not so clearly seen. A chief purpose of this report is to 
present and urge these bright prospects. 


SHORTAGE OF FELLOWSHIPS IN FIELD 


The number of talented persons who enter and complete graduate 
training in behavioral science is now limited by the shortage of fel- 
lowships and assistantships. A recent report of a National Science 
Foundation 1954 survey presents the following analysis of all forms 
of support—teaching assistantships, research assistantships, and fel- 
lowships from educational institutions, the Federal Government and 
other sources: 

Fifty-eight percent in the physical sciences had such support; 62 
percent in the biological or life sciences; but only 31 percent in 
psychology, and 24 percent psychology and social sciences. 

Similarly, the Federal Government is contributing to this imbalance 
by giving support to 3,300 in the physical sciences and only 500 in all 
of the psychology and social sciences. 


BASIC RESEARCH ESSENTIAL 


Basic research, as distinguished from applied research and develop- 
ment, is essential for the maintenance and continued growth of any 
scientific field. The requirements for basic research and the desirable 
conditions for fostering and supporting it were presented in the Na- 
tional Science Foundation 1957 report on basic research. Its recom- 
mendations for minimum restrictions on the freedom of the scientist, 
for long-term program-type grants instead of specific project grants, 
and for integration of outside supported research with the training of 
graduate students are equally appropriate for behavioral as for all 
science. 

As far as Federal expenditures in 1957 are concerned. the total 
amount for basic and applied research in the physical sciences was 
$647 million; in the biological and life sciences, $281 million: and in the 
social sciences only $35 million. And, of this, only $4 million went 
for basic research. 

ADVANCES IN TOOLS AND TECHNIQUES 


There has been great advance in the tools and techniques used in 
behavioral science. These include microelectrodes that are so small 
they can penetrate and make electrical recordings of a single cell in the 
brain and still not disturb its functioning. And we list a number 
of other breakthroughs. 

Senator Dirksen. Why don’t you go over to the midde of page 10. 
T think that is the crux of your statement. 

Dr. Miter. Then our final recommendation is at the end. After 
pointing out the contribution of these fields in the military area, po- 
tentially in international affairs and in developing the strength of 
the Nation, we conclude by saying it is the opinion of our group that 
funds could be explicitly increased for basic research in the social 
sciences in this bill. 
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NEEDED FOR EARMARKING MORE FUNDS 


My personal recommendation would be explicitly to earmark for 
these fields $1,700,000, twice what was requested in the budget before 
you, or even $2,250,000, which would be 3 times what is requested. 
This would not increase amounts appropriated by 1 penny, but it 
would bring the increase for social sciences in line percentagewise, but 
not dollarwise, with other fields. 

The increases proposed for biological and medical sciences are from 
$7.8 million in 1958 to $19.5 million in 1959, an increase of $11.7 
million. 

Mathematical, physical, and enginering sciences would go from $7.8 
million in 1958 to $19.5 million in 1959. The social sciences, however, 
are to receive only $250,000 more, from $600,000 in 1958 to $850,000 
in 1959. This is disproportionate and does not properly support the 
critical sciences of man. 

Our group has also commented that fellowship funds should be in- 
creased. A very small amount is requested for this purpose in the 
current bill. It would be entirely appropriate to earmark $500,000 
for this purpose while not increasing the overall amount for fellow- 
ship support. 

REPRESENTATION ON NATIONAL FOUNDATION 


We are happy to report that since the issuance of our report the 
officials of the National Science Foundation have acted to carry out 
a plan which has for some time been recommended by staff members of 
the Foundation. The Chairman of the National Science Board has 
appointed a committee on the social sciences for the first time, under 
the chairmanship of Father Theodore M. Hesburgh, president of Notre 
Dame University. 

In this connection it is our hope and one of our central recommenda- 
tions that there will be more adequate representation of the social 
sciences on the National Science Board as well as other scientific ad- 

visory bodies of the Government. 

I know, Mr. Chairman, that from the very inception of the Na- 
tional Science Foundation you were interested in seeing established 
a Division of the Social Sciences. In view of the import: ince of this 
area, I believe that such a division within the Foundation should be 
established as promptly as possible. 

It is our hope that recent developments indicate an increased concern 
within the Foundation for the behavioral sciences, and that next year 
their staff will return requests for markedly increased support for 
all the needs of these promising fields which are so essential to the 
national welfare. 

Thank you, sir. 

Senator Dirksen. Dr. Miller, thank you. 
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NATIONAL ScreNcE FounpDATION 


NEW ENGLAND INSTITUTE FOR MEDICAL RESEARCH, RIDGEFIELD, CONN. 


STATEMENT OF DR. JOHN H. HELLER, DIRECTOR 


GENERAL STATEMENT 


Senator Dirxsen. Dr. Heller, I believe you are here at the urging 
and at the special inviation of Senator Bush. 

Dr. Heiter. Yes, sir. 

Senator Dirksen. Do you have a prepared statement ? 

Dr. Hetter. No, sir. 

Senator Dirksen. Very well. 

Will you qualify yourself for the record ? 

Dr. Heiter. I am Dr. John H. Heller, director of the New England 
Institute for Medical Research at Ridgefield, Conn. 

Senator Dirksen. Would you like to make a brief statement on this 
general item ? 

Dr. Hetter. Yes, sir; I would be very happy to and would welcome 
any questions which you might have. 

Senator Dirksen. Proceed. 


BASIC RESEARCH BADLY SUPPORTED 


Dr. Hetxer. World war III is currently being fought, both hot and 
cold, in our laboratories today. We are receiving in these basic re- 
search laboratories such pathetic support from the powers that be 
in government, including Congress, that I think it is a matter of grave 
national concern. 

Every time that we have had a massive turnabout in the medical 
attitude, including the congressional attitude, in basic research we 
have had the guns of the enemy pretty well thrust down our throat. 

In the Manhattan District project we knew the Germans were work- 
ing on this, and we launched into atomic energy with a lot of money. 
We won this race. In the thermonuclear race we ran just about a 
draw with Russia. I believe you know where we are in the sputnik 
race. 

People in basic research are people who are exploring into the 
unknown. We don’t know what we are going to find there. I think 
it is the general concensus, at least at the moment, that if you have a 
thermonuclear standoff and a missile standoff, nobody except someone 
who is insane is going to fire the first missile. But I can delineate 
a variety of other enormously effective ways to win a war without 
fighting with missiles or with thermonuclear bombs. 

I will make you a wager that the amount of money approved for 
the National Science Foundation by the Bureau of the Budget was 
far less than they felt that they could use. This amount of money 
has already been trimmed by the House. I am urging that it not only 
be restored but that it be increased because where in the world are 
you going to get the brains for the technology of the future of the 
United States? 

Our entire future, economic and technological, is going to depend 
upon the basic research that we do, and every technological advance 
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that we have now, whether military or otherwise, comes from basic 
research. 
AREAS SUPPORTING BASIC RESEARCH 


I wonder whether or not you know how difficult it is to do basic 
research in the United States today. There are four places where you 
can go to do it—the universities, Government, industry, and institutes. 

In a university our first job—and properly so—is teaching. If you 
are in a specialized branch of a university, such as medical school, 
your second job is taking care of patients, and your third job is admin- 
istrative and departmental affairs, and, fourth and last, you can do 
research. 

In industry only a small fraction of our industry does basic research. 
You have to produce products. This is applied research because you 
want profits. 

In government there are a variety of agencies doing basic research, 
and it may be of interest to you to know that every single one that I 
have spoken to who is in charge of a basic research program—and 
this covers most of the agencies that do basic research in the Govern- 
ment—has said the amount of money that they are allowed—not by 
people competent to judge but by accountants or comptrollers—is 
about 50 percent less than the amount that they think is absolutely 
vital. These are actually proposals for research which are before 
them. ‘This doesn’t mean going off and asking for new thoughts, new 
ideas. But they can’t even satisfy 50 percent of the extremely worth- 
while things which are before them because of the budget put upon 
them by comptrollers, whether in a department or by the Bureau of 
the Budeet. Naturally, they are then put in the position, if they have 
to testify before the House or the Senate, of defending the indefensi- 
ble because they have to maintain the Department’s position. 





CONTRAST WITH RUSSIA 


Take a look at what you have in Russia. They are using all the 
beautiful capitalistic incentives for basic research. You can have 
salaries that go beyond $30,000. You can have a beautiful villa in 
the country, and a car, and all the rest of the things. 

In the United States a man who wants to do basic research as his 
primary mission, if he goes into a basic research institute which only 
does basic research, of which I think we probably have 8 or less, he 
may begin at our institute at a doctorate level with a salary of $3,000 
a year, and if he has 2 doctorates $3,600 a year. 

‘There is a degree beyond which dedication does not go. When 
you have children and when you have family responsibilities it is 
kind of tough. 

The institute from which I come is a small one. We have under 
30 people there. We have applications for 1,200 doctorate people 
on our roster who would like positions in this institute. I don’t think 
that this bespeaks anything except the tremendous need for more 
facilities and a more appropriate climate so that basic research people 
‘an do what they want to do—research. 

If there are these people who would like to craw] into our relatively 
small establishment, which has to exist by dribs and drabs, obviously 
there is a crying need. 


25200—58—pt. 1——-17 
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Now, if you pour millions or billions into education and into science 
teachers, secondary, primary, and in universities, and at the end there 
is no place for these scientists to go where they can pursue the research 
that they want to, you are at a dead end. 


SITUATION IN WEATHER RESEARCH 


I spoke before of a method whereby you can win a war without 
firing a shot. You can do this with weather. I understand that the 
attitude on Capitol Hill is changing toward meteorology now. I 
think it is rather late in the day. 

For the last year for which we have figures in this general area 
the Russians turned out over 600 doctorate scientists. This was in 
1955. We turned out 2. 

This is a pretty fantastic balance, but where in the world would a 
Ph. D. man go who would like to get his Ph. D. in meteorology ? 

I don’t care what university you take. If they have a very tiny 
department in meteorology—and, with only 2 graduates in the coun- 
try, obviously those of them that do exist are small—they cannot. pro- 
vide the pressure chambers, wind tunnels and all these things that 
are andes. 

Who needs a Ph. D. in order to forecast weather under routine 
conditions, let us say, for a radio station ? 

So you have to have the facilities. You have to provide a climate 
which attracts scientists. You cannot drive people into science. You 
have to attract them. 

REQUEST FOR NEW FACILITIES 


The, National Science Foundation wanted just $25 million to build 
new facilities. That was tossed out by the House. 

I begin to wonder where sanity is if we are worried about the reces- 
sion and are, therefore, going to put billions into highways or rivers 
and harbors and, yet, are reluctant to put $25 million into the building 
of facilities for basic research, for the vital ingredient upon which 
our entire future here at home, in terms of health, in terms of social 
sciences, in terms of new weapons, in terms of the entire future, 
depend. 

In 10 to 15 years we are going to be in many areas a have-not nation. 
Our future is going to depend upon our technological advances, 
which can only come from basic research and no place else. 

The amount which is being spent for facilities is pathetic. Only in 
the glory field, as I say, such as space or atomic fission, where the 
guns of the enemy have been rammed down the throat, do you see 
this, and, of course, when the sputnik comes up there is a great cry 
of who’s to blame. Whose fault is this? 

Actually the fault can be directed quite liberally. There has been 
a general discouragement of scholarship in the United States because 
the emphasis has been on the doers. If you are a president of a cor- 
poration, you don’t get to be president by being a scientist or an engi- 
neer or a scholar. You have to leave your laboratory and bench and 
go into sales or administration or some other area. So the doers are 
the ones that have been put on our pinnacle, and the scientists have 
either been the mad professors such as you see in mass media, or the 
eggheads, or have been very frequently discounted. 
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It is very late in the day. The Russians know this. This is why 
such an enormous amount of their money and energy and time is put 
into basic research and the development of technology. 


QUESTION OF NEW DEVELOPMENTS 


I don’t think any competent scientists is tremendously concerned 
about missilery per se, because this is in a hardware stage and it 
depends upon Siow much moneys are going to be put into this in terms 
of hardware. What we are readly worried about is what is next. 
Antigravity perhaps? All kinds of things that I could delineate for 
you which we ean only see through a glass darkly but which could 
become enormously revolutionary. 


HOUSE ACTION CONTRADICTION IN TERMS 


Who is going to pull the coals out of the fire then ? 

The House cut $25 million for facilities, and they have allowed 
approximately, I believe, only $8 million for new projects. But you 
have to remember that you cannot do basic research, let us say, in 
medicine or basic research for naval affairs. This is a contradiction 
in terms because in basic research you don’t know where you are 
going to go. 

What would you think if somebody asked you to subsidize an ex- 
periment to find out how the electric eel in the upper Orinoco River 
in South America captured its prey? You probably think this had 
nothing to do with anything except some icthyologist’s remote 
curiosity. 

Fortunately, an ichthyologist was curious enough, and all the nerve 
gas from World War II ‘stemmed from these discoveries. 

You might be curious as to why somebody wanted to know how 
a fish swims. But these data can be used to design the hull of a 
submarine to get the maximum efficiency under water per unit of 
energy involved. 

Another basic research scientist is interested in how a muscle fish 
fiber contracts and relaxes. Yet this basic phenomena, once explored 
as far as it has been brought today, has provided the design of a 
revolutionary-type ship for interplanetary space, once the ship gets 
into outer space. 

So you can never tell where your basic research is going to lead, 
and this idea that we have had which has come espec ially because 
we have been a Nation of doers and therefore you ought to know 
what you are going to do, and, of course, in basic research you do 
not know where you are going to go; otherwise you wouldn't have 
to do research ; you are going into the unknown. 

Unless you provide the funds to permit people to go into the un- 
known, unless you provide the facilities for them to go there, and the 
climate so that you will attract them, all the rest of the work is 
in vain. 

We have not been doing one-tenth the job that we need to do. 

I don’t think that Dr. Waterman should have to come to the Senate. 
I think that the Senate and the House should come to Dr. Waterman 
and say, “Where in the world can we put money in order to increase 
employment and increase basic research in this entire gamut of the 
unknown, because we don’t know where it will lead.” 
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You just heard mention of the social sciences and behavorial sciences. 
The Russians think this is very exciting. They would love to be able 
to manipulate men’s minds, with drugs, with a variety of ways, and 
they do it. Yet, unless we have the people who are trained and, after 
their training, do not have to take, if it is a chemist, a job in a cosmetic 
plant in order to support his family, but can actually go and explore 
the unknown in an equitable climate, you are not going to have the 
people to fall back on when you are confronted by the next crisis. 
As a matter of fact, our survival is going to depend entirely—but I 
mean entirely—upon having a cadre of men trained and working to 
explore the new frontiers so that our rate of discoveries can be kept 
preeminent in the world. 

I think anything additional I would have to say would be redundant, 
but if you have any questions I would be delighted to have you take 
me up on any point. 

Senator Dirksen. No questions, Dr. Heller, but what you say, of 
course, raises the curtain on testimony by Dr. Vannevar Bush many 
years ago. I remember when he appeared before the committee. I 
think I was in the House at that time. But it certainly rang the bell 
with me because he put a lot of emphasis on the pure research. There 


has been a growing interest, of course. I quite freely admit it has 
been slow. 


ROLE OF POLITICIAN 


This business is on net balance, too, so to speak. The politican is 
a harmonizer. He takes a condition in a country. He takes reality 
and tries to put a little here, a little there, and keep everybody satis- 
fied. He tries to get himself reelected to office at the same time. 

Those are the realities with which we deal here. In addition, of 
course, we have the Budget Bureau and the administration, and, 
whether it is my party or Senator Robertson’s party which is assailed 
so freely if they spend too much or if they spend little, we still go in 
for the general philosophy of a balanced budget. 

And we have the problem of inflation to deal with. 

But, admitting all those, I can see very easily the force of your 
argument, and I am glad, of course, that there is a growing awareness 
in the country, too, of the need in this field. 

I did some work in the educational field years ago, and it always 
distressed me no end that the fellow who ran a peanut wagon up there 
at the edge of the campus in Boston made infinitely more money than 
a fellow with 3 and 4 degrees who was teaching young formative 
minds. ' os 

A bricklayer gets a lot more money for putting a foundation in a 
house than a professor does for putting a foundation under a young 
life. Nobody can be aware of that without being somewhat dis- 
tressed by it. So I can say to you that this item is going to get good 
attention. 

Senator Robertson, have you any questions ? 


QUESTION OF PRACTICALITY OF RESEARCH 


Senator Roserrson. Mr. Chairman, I have been interested in the 
doctor’s testimony, and, of course, I realize the value of research. 
But, on the other hand, there are various phases of research. For 
instance, shortly after my youngest graduated from Yale, two other 
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Yale boys—one of them had been out of school for some time—decided 
that there was a research man in New Haven who was tops in his 
class at Yale, who was developing a lot of electronic projects. But the 
particular one in question was a new loudspeaker device, and they 
got all enthused, and they told me about this man. They said he 
had over 30 patents. 

I said, “Did any of them work ?” 

They said, “Well, not yet, but this is going to be the real thing.” 

They spend about 2 years and a lot of money, and a little of my 
money. 

I tried to help support him while he was monkeying around with 
this project. 

The Air Force tested it for their planes, and the commercial lines 
tested it, and the commercial makers of radios, and so forth. 

It took too much electrical current and nobody knew how to fix 
it. It was really dangerous. 

It would put out sound—no doubt about that—but it just was not 
practical. 

That is one phase of research where we can go off the deep end. 

Now another one that I happened to learn about is over in my 
grouse-hunting country near Green Bank, Pocahontas County. Just 
what happened to that big project over there? There are a few details 
about it that, as a mountaineer, I happen to know. There are about 
600 acres in that land. There is a big estate there that cuts over the 
land, and grazing land, sixty-odd acres, and they live in the mansion 
house, and they cannot graze the land without paying taxes on it, 
and that is all they want to do with the land anyway. 

What has happened to that? You know they were going to put up 
something—biggest in the world, they said—to get their radio im- 
pulses from the planets. 

This is up there in the mountains in West Virginia. You know what 
the situation is there now near Green Bank and in Pocahontas 
County ¢ 

I don’t know about a lot of these things, but I just talk with some 
of the farmers and mountaineers who know about the value of land 
and those little details, and form some judgment of it. 


BASIC RESEARCH JOURNEY INTO UNKNOWN 


Dr. Heiter. Senator, 1 think I can answer your question. No. 1, the 
first project which you mentioned I believe is in the area of applied 
research where some engineer, an electronics specialist, can sit down 
and where you can get a pretty good idea of which way you are going 
to go. 

The area I was talking about is basic research where you are going 
into the unknown. 

You say is this money going to be wasted. What are you going to get 
out of it? 

I guarantee I cannot tell you what you are going to get out of it. 
Nobody could tell after Einstein came out with his equation that you 
would have an atomic bomb. Nobody could tell when the fundamental 
studies of culture in viruses and certain cells were done that you would 
have a Salk vaccine. 

If you had to stop everything in order to be sure that you would get 
productive research, we would never even have fire. 
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There is an enormous mass of basic knowledge which has to be 
accrued, somethimes generations’ worth, before it can come to fruition. 
We have seen, I believe, repeated occasions where the basic research 
accrued by other countries has put us at a serious disadvantage. 

Do you recall the names and the countries whence the scientists came 
that helped us with the atomic bomb, whence Teller came, and whence 
von Braun and Hubertus Strughold come from? All of whom are 
helping us with the space age. 

These are countries where there was an emphasis on basic research, 
where there were these institutes, where there was the basic body of 
fundamental knowledge in the unknown upon which applied scientists 
could build. 

You cannot predict, nor can you rationally budget any moneys for 
basic research against possible gains. You don’t know what they are 
going to be. 

Senator Ropertson. I was not questioning that. I just mentioned 
one project over in West Virginia that I happen to be acquainted with, 
where in the construction alone it looked to me as though a lot of 
money would be wasted before you ever got started. 

Dr. Hetter. If I am correct that this is a project in radio astronomy, 
this is a new field where radio impulses are picked up from distant 
bodies in the heavens. This radio emission is produced on a molecu- 
lar and atomic level, and I have no idea where or what this is going 
to lead to. Probably most people in the field don’t. But this is the 
thing out of which the future is going to be forged. 

Senator Rorertson. I have no objection to the project. I was just 
telling you what they were spending for land, which was out of all 
proportion to what it was worth. That is my point. 

You might say you need $25 million, but how do T know whether 
the buildings can be built for $15 million? That is the point T am 
trying to get some information about. 


COST OF LABORATORIES 


Dr. Hetter. I can answer that very easily. 

If you want to make a basic research laboratory fairly complete 
with variety of disciplines in it, I think that the minimal figure you 
would have to have is a million dollars, which would mean that if 
this were to be used for just 25 new laboratories, that is all that you 
would have in the United States. 

But this not only covers buildings, it covers apparatus, and as we 
go from the large to the small, which is where research is going so 
often, i in order for us to examine a single phase of a tiny thing with 
an ultrasoneterfuge, any laboratory that I know can probably “spend 
$100,000 to $200.000 very easilv on vitally needed equipment. 

The National Institutes of Health, I believe, were given $90 million 
a few years ago to provide for additional facilities, and one of the 
members of the committee who was chosen to evaluate the need said, 
“Lord, we could spend that all on actual needs in New York City 
alone without even leaving the city.” 

Certainly science and its equipment costs far more than a battleship 
or a Navy carrier. 
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REQUEST FOR RESTORATION OF FUNDS FOR FACILITIES 


Senator Rosertson. Let us see what the practical problem is con- 
fronting us. 

What is the budget estimate for this undertaking ? 

_ Dr. Heiter. They are requesting $25 million to build new facili- 

ties. 

Senator Rosertrson. That is in the budget ? 

Dr. Heuer. Yes, sir. 

Senator Roserrson. What did the House do ? 

Dr. Hetier. Cut it out. 

Senator Rozertson. That is what I understood. Your request is to 
put it back? 

Dr. Heuer. Yes, sir. The Budget Bureau permitted them, I be- 
lieve, $140 million, and it was cut to $115 million. 

Dr. Minter. Mr. Chairman, might I add one statement ? 

Senator Dirksen. Dr. Miller. 


ADDED SUPPORT FOR FACILITIES 


Dr. Mutter. As you know, I have not met Dr. Heller before now, 
but I want very strongly to underline and support everything he has 
said. 

It is true for the fields of physical science. It is equally true for 
the field of behavioral science. I am the director of a research insti- 
tute at the University of Michigan. I wish I could tell you the diffi- 
culty that we have had getting funds for a building and the disrepu- 
table quarters in which we have to work to carry out our basic research 
activities. 

We finally, through this very grant that Dr. Heller mentioned, of 
$90 million, got half the money for our building, and the rest from a 
State which is at the moment in a recession, and we will have the 
ability to build it. 

But many other groups and our own university nearby have not been 
so fortunate. 

It simply is essential that the Federal Government put funds, which 
are ridiculously small compared with other public work funds like 
highways, into building as well as into some direct support for re- 
search or personnel. 

Senator Roserrson. Will this be just one building ? 

Dr. Heiter. No, sir. This is to supply new scientific facilities for 
the entire United States. 

Senator Roperrson. $25 million ? 

Dr. Heuier. $25 million. This is almost like going after an ele- 
phant with a fly swatter as far as Lam concerned. 

Senator Ronerrson. Will these be primarily at the universities, or 
where will they be? 

Dr. Hetier. It will be at the universities and at nonprofit institu- 
tions, and probably museums and astronomical observatories. 

Senator Dirksen. I might say that Dr. Waterman will appear be- 
fore the committee on Monday, and we will explore this matter very 
thoroughly. 

Dr. Heiter. Might I add one more word ? 
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Senator Dirksen. Yes. And may I say, if you have something you 
want to supplement by way of an additional written statement, we will 
be delighted to have it. 

Dr. Heiter. Thank you. 

From the point of a practical politician, if I may—and I am out 
of my bailiwick—I would seriously doubt that any practical politician 
running for reelection now could get a single pebble thrown at him 
by support of science. If my antennas are even vaguely correct, the 
national attitude toward science is such that it might be a grand way 
to get reelected, to be an active proponent for science. So I would 
seriously doubt whether this would be an impediment for any prac- 
tical politician. 

Senator Roserrson. Let the record show that I am not running for 
reelection. But if I vote for $25 million, in 2 years from now when 
Trun and I cannot show any dividend on it, I might get a little pebble 
thrown at me. 

Senator Dirksen. Gentlemen, thank you very much. I am sorry 
the clock always intervenes. 

It is good to see you. 

Dr. Hetier. Nice to see you, sir. 


GENERAL SERVICES ADMINISTRATION 


STATEMENT OF COL. A. C. WELLING, ENGINEER COMMISSIONER, 
DISTRICT OF COLUMBIA 


DISTRICT OF COLUMBIA PUBLIC WORKS 


Senator Dirksen. Colonel Welling, we have eight people here from 
the District who want to appear with reference to the building pro- 
gram for the District of Columbia. 

I suggest, gentlemen, that you all come up to the table. 

I want to conclude this without being unduly hasty, and I would 
suggest that all of the statements be filed. 

We have the Redevelopment Land Agency. National Capital Plan- 
ning Commission, Washington Board of Trade, Federal City Council, 
Washington Building Congress, Greater Washington Central Labor 
Council, and the American Institute of Architects. 

I would presume that you are all appearing on the House action on 
buildings in the District of Columbia. Is that correct? 

Colonel Wetut1ne. That is right. 

Senator Dirksen. By way of preliminary, gentlemen, I have dis- 
cussed this with Allen Johnstone and with Mr. Bert Reynolds, our 
former Commissioner of Public Buildings. I served for 16 years on 
the District Committee in the House, served as chairman over there, 
and presently serve not only on this item but also on appropriations 
for the District of Columbia. 


REASON FOR HOUSE ACTION 


I am aware of the action taken by the House. As you know, it 
stems out of the expiration of the Lease-Purchase Contract Act un- 
der which we were proceeding, as a result of which the House finally 
provided for 66 buildings at a cost of $177 million, all outside of the 
District of Columbia. 
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I have had some sessions with Mr. Floete of GSA on the program 
here where he has had difficulties with adjoining property owners who 
did not want to surrender their properties, like the National Grange. 

I think the committee knows a good deal about the projects. It is 
6, 7, and 9, is it not? 

Colonel WeLuING. Six, eight, nine, ten and planning for No. 5. 

Senator Dirksen. Yes. 

In the report, of course, the House very meticulously specifies, by 
the use of the word “except,” that the $177,255,000 to finance 66 pub- 
lic buildings shall be to carry out the portion of the lease-purchase 
program “except four proposed” new buildings “for the District of 
Columbia, and others.” 


All projects have been approved by the Public Works Committees. The four 
District of Columbia projects are deferred because the committee is definitely 
of the opinion a public buildings construction program should be initiated in other 
parts of the United States where extensive unemployment exists before huge 
projects begin in the District of Columbia. 

We are familiar also with the fact that you have to project your 
plans in the future. You have development plans going on here at 
the present time. It not only disturbs your timetable, but, I presume, 
a great deal of your plans. 


LETTER FROM COMMISSIONER M’LAUGHLIN 












1 have a letter from Robert E. McLaughlin, president, Board of 
Cominissioners, District of Columbia, addressed to Senator Magnuson, 
the chairman of the subcommittee, which we will insert. 
(The letter referred to follows:) 
APRIL 24, 1958. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommittee on Independent Offices of the Senate Appropria- 
tions Committee, United States Senate, Washington, D. C. 


DEAR SENATOR MAGNUSON: The Board of Commissioners is concerned by the 
House action on the independent offices appropriation bill for 1959 which is now 
before your subcommittee. As now drafted, this bill indefinitely defers the 
cornstruction-of scheduled new office buildings in Washington, D. C., and if con- 
curred in by the Senate will seriously affect the city. 

The 10-year public buildings program of the General Services Administration 
is essential to the city in providing adequate office space for the thousands of 
employees who work here and should be systematically effected for orderly 
development of the Nation’s Capital, and ultimately to enable the elimination of 
many unsightly temporary buildings still standing. 

Construction of Federal Office Building’s 6, 8, and 10 are part of the planned 
redevelopment program for the Southwest section of the city. The sites for these 
buildings have already been cleared of residential properties and hundreds of 
families have been relocated to permit this land to be turned over to the General 
Services Administration for construction. Private reconstruction in the south- 
west redevelopment area is now getting underway and it is highly desirable that 
public and private construction proceed simultaneously to rebuild and revitalize 
this section of the city. 

With your kind permission, the Board of Commissioners would like to appear 
at the hearings scheduled by your subcommittee to consider this important matter. 

With kind personal regards, 

Sincerely yours, 

























Rospert BE. MCLAUGHLIN, 
President, Board of Commissioners, District of Columbia. 





ISSUE CLEAR-CUT 


Senator Dirksen. If you have other statements, we will insert all of 
those. 
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After you make a remark or two on this subject we will have a little 
round table, and I do not think we need to belabor it too long because 
the issue is quite clear cut as to what is involved. We know of your 
problems. 

So, Colonel, you proceed. 

Senator Rosperrson. Mr. Chairman, before the chairman testifies I 
regret I have another engagement and I cannot stay here. But I want 
to assure these witnesses that I am reasonably well familiar with what 
is involved. I am interested in it, both from the general standpoint 
and because of some Virginia projects, and I can assure them that when 
we come to markup this bill the whole matter will be very carefully 
reviewed by the subcommittee. 

I am sorry I cannot stay here to hear the details this morning, but 
T will check it in the record. 

Senator Dirksen. Mr. Cooper will pick up any prepared statements 
you have. All of your appearances will be noted for the record. 

Colonel, suppose you proceed, and then, if no one wants to cut in as 
we go along, we can do that. 

We will place your statment in the record. 

(The statement referred to follows :) 


STATEMENT OF THE BOARD OF COMMISSIONERS, DISTRICT OF COLUMBIA, BY COL. 
A. C. WELLING, ENGINEER COMMISSIONER 


The Board of Commissioners of the District of Columbia is greatly interested 
in having the independent offices appropriations bill for 1959 include provision 
for the construction of sorely needed Federal office buildings in the District of 
Columbia. The Board has asked that I appear in its behalf to request that your 
committee appropriately modify the bill as passed by the House on March 26 
in order to include construction of Federal Office Buildings 6, 8, 9, and 10. I 
should like to point out briefly a few reasons for the Commissioners’ interest. 


WHAT KIND OF A NATION’S CAPITAL? 


In February of this year the Board of Commissioners presented before the 
Joint Senate and House District Committee a state of the Nation’s Capital 
message. Among other things, in that message we asked the Congress to define 
for us the kind of Nation’s Capital we should have and made the statement: 
“Many Federal policies envisage the District as being an outstanding com- 
munity. On the other hand, other Federal actions apparently are based on 
the assumption that the District should be a lower standard community. The 
two are not compatible.” 

In that message, when we talked of the community, we were essentially talk- 
ing of the non-Federal portion of the District. But we clearly realize that the 
indispensable feature of the District is the Federal Capital and its related 
facilities. The improvement and development of those facilities are the back- 
bone of progress for the Nation’s Capital. 

When the District of Columbia was established as the seat of government, 
certainly it was the intent of Congress to provide for the construction here of 
offices for the Federal Government. Yet today in the House version of the 
independent offices appropriation bill of 1959, we have the paradox of funds 
being provided for Federal buildings in many cities throughout our country 
but no funds for the construction of Federal buildings in the only territory in 
the United States established expressly for this purpose. We hope the Senate 
will rectify this situation. 

THE “TEMPOS” 


The so-called temporary Federal offices buildings which clutter up the Wash- 
ington scene are a blighting influence on the entire community. The Federal 
Government, having primary interest in the city, being the largest employer 
in the city, has a responsibility for leading the way in making its facilities above 
standard and above reproach. The tempos cannot be elminated unless new 
Federal office buildings are erected. The tempos are extremely inefficient and 
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provide very costly office space. They are hot in summer; cold in winter; costly 
to heat; costly to maintain. Employees in these buildings cannot function at 
maximum efficiency. I know, for I was headquartered in T-7 for 4 years. 


URBAN RENEWAL 


One of the big jobs the Commissioners have is eliminating slums and blight 
from the city. To do this we have established an urban renewal program; an: 
overall effort involving slum clearance and redevelopment, rehabilitation, and 
conservation. This program is aimed at upgrading, revitalizing and rejuvenating 
the city and its neighborhoods. The Federal Government has a tremendous 
part to play in the program. Viewing the city from city hall, one is struck 
with the critical problem of the central area. Our business district is going 
downhill, our tax revenues are not keeping up with anticipated expenditures, 
our high-income families are surging into the suburbs, low-income families are 
crowding into the central area bringing with them problems affecting both the 
physical and financial health and welfare of the city. Something must be 
done to turn the tide—to bring the city back to life—to make it a desirable place 
in which to live, work, and play. Other cities faced with a similar problem 
are obtaining the cooperation of industry in rebuilding for the future. In Wash- 
ington we need the cooperation of our major indusry—the Federal Government. 

Getting down to specifics, we have been working for several years on the clear- 
ance and redevelopment of southwest Washington. Planned as an integral part 
of this program are the construction of Federal Office Buildings 5, 6, 8, and 10. 

It is contemplated that many of the people who will move into the southwest 
redevelopment area will be those working in the proposed Federal office build- 
ings. Without the Federal buildings, the whole southwest redevelopment is 
impaired. The future of the southwest—the future of Washington—is depend- 
ent upon having attractive and desirable housing in the central area within 
walking distance of Federal offices and the downtown area. Unless the Federal 
Government does its part, we are doomed to failure in our renewal efforts and 
we are certain to be facing a grave community crisis in the battle against de- 
terioration of the city. Of all the Federal office buildings, the Board of Com- 
missioners feel construction of Nos. 6, 8, and 10 should have top priority. 

In conclusion, the Board of Commissioners hope that your committee will 
include in the independent offices appropriation bill of 1959 provision for the 
eonstruction of Federal Office Buildings 6, 8, 9, and 10, and retain the money 
for planning and land acquisition for Federal Office Building 5 as included in 
the bill as passed by the House. 

Thank you. 


COM MISSIONERS’ MESSAGE TO JOINT DISTRICT OF COLUMBIA COMMITTEE 


Colonel Wetiinc. Senator, earlier I referred to your military 
background, and, therefore, I made my brief statement even briefer, 
and now, after your fine summary, I know I can finish in 3 minutes, 
clock time. 

In February of this year the Board of Commissioners presented 
before the Joint Senate and House District Committees a state of the 
Nation’s Capital message. Among other things, in that message we 
asked the Congress to define for us the kind of Nation’s Capital we 
should have, and made the statement : 

Many Federal policies envisage the District as being an outstanding com- 
munity. On the other hand, other Federal actions apparently are based on the 
assumption that the District should be a lower standard community. The two 
are not compatible. 

In that message, when we talked of the community, we were essen- 
tially talking of the non-Federal portion of the District. But we 
clearly realize that the indispensable feature of the District is the 
Federal Capital and its related facilities. The improvement and de- 
velopment of those facilities are the backbone of progress for the 
Nation’s Capital. 
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When the District of Columbia was established as the seat of gov- 
ernment, certainly it was the intent of Congress to provide for the 
construction here of offices for the Federal Government. Yet today, 
in the House version of the independent offices appropriation bill 
of 1959, we have the paradox of funds being provided for Federal 
buildings in many cities throughout our country but no funds for the 
construction of Federal buildings in the only territory in the United 
States established expressly for this purpose. 

Weare asking that the Senate rectify the situation. 


TEMPORARY BUILDINGS 


Let me talk about the tempos a moment. The so-called temporary 
Federal office buildings which clutter up the Washington scene are 
a blighting influence on the entire community. The Federal Govern- 
ment, having primary interest in the city, being the largest employer 
in the city, has a responsibility for leading the way in making its 
facilities above standard and above reproach. The tempos cannot be 
eliminated unless new Federal office buildings are erected. The tempos 
are extremely inefficient and provide very costly office space. They 
are hot in summer, cold in winter, costly to heat, costly to maintain. 
Employees in these buildings cannot function at maximum efficiency. 
I know at firsthand about the tempos for I was quartered at T-7 
for 4 long years. 
URBAN RENEWAL PROGRAM 


One of the big jobs the Commissioners have is eliminating slums 
and blight from the city. To do this we have established an urban 
renewal program, an overall effort involving slum clearance and re- 
development, rehabilitation, and conservation. This program is aimed 
at upgrading, revitalizing, and rejuvenating the city and its neigh- 
borhoods. The Federal Government has a tremendous part to play 
in the program. 

Viewing the city from city hall, one is struck with the critical 
problem of the central area. Our business district is going downhill, 
our tax revenues are not keeping up with anticipated expenditures, 
our high-income families are surging to the suburbs, low-income 
families are crowding into the central area, bringing with them prob- 
lems affecting both the physical and financial health and welfare of 
the city. 

Something must be done to turn the tide—to bring the city back 
to life—to make it a desirable place in which to live, work, and play. 
Other cities faced with a similar problem are obtaining the coopera- 
tion of industry in rebuilding for the future. In Washington we 
need the cooperation of our major industry—the Federal 
Government. 

SOUTHWEST DEVELOPMENT 


Getting down to specifics, we have been working for several years 
on the clearance and redevelopment of southwest Washington. 
Planned as an integral part of this program are the construction of 
Federal Office Buildings 5, 6, 8, and 10. 

It is contemplated that many of the people who will move into the 
southwest redevelopment area will be those working in the proposed 
Federal office buildings. Without the Federal buildings, the whole 
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southwest redevelopment is impaired. The future of the southwest, 
the future of Washington is dependent upon having attractive and 
desirable housing in the central area within walking distance of Fed- 
eral offices and the downtown area. Unless the Federal Government 
does its part, we are doomed to failure in our renewal efforts, and 
we are certain to be facing a grave commuity crisis in the battle against 
deterioration of the city. 


NEED FOR STATED FEDERAL BUILDINGS 


Of all the Federal office buildings, the Board of Commissioners feel 
construction of Nos. 6, 8, and 10 should have top priority. 

In conclusion, the Board of Commissioners hope that your committee 
will include in the Independent Offices appropriation bill of 1959 pro- 
vision for the construction of Federal oftice buildings 6, 8, 9, and 10, 
and retain the money for planning and land acquisition for Federal 
office building 5 as included in the bill as passed by the House. 

Thank you. 

Senator Dirksen. Thank you, Colonel. 

Mr. Garrett. 

FEDERAL City COUNCIL 


STATEMENT OF GEORGE A. GARRETT, PRESIDENT 
REQUEST FOR INCLUSION OF FEDERAL BUILDINGS 


Mr. Garrett. I have 1 minute. 

Senator Dirksen. I am sure you would have some comment, repre- 
senting the Federal City Cinnlh 

Mr. Garrett. I appear this morning to express the deep interest. of 
the Federal City Council in the continuation of five major building 
projects in the Nation’s Capital. These include Federal office build- 
ings 5, 6, 8, and 10, located in the southwest redevelopment area, and 
FOB 9 to be placed west of the Interior Building. Under H. R. 11574 
as now written, all five projects would be deferred indefinitely. All 
of these projects are important, and the four located in the southwest 
are especially so. 

These buildings are absolutely essential to successful completion of 
the $400 million effort to clear slums in southwest Washington. They 
are vitally needed in order to get southwest project area C under way. 
They are equally necessary to the completion of pilot project area B, 
on which construction has already commenced. 

I would like to emphasize that deferment of these projects would 
jeopardize the commitment of at least $56 million which has already 
been made in southwest redevelopment by private and public investors. 
But it would do far more than that. 

Failure of the southwest redevelopment program in the Capital 
City would seriously affect slum clearance in other parts of the Na- 
tion. 

Elimination of the five Federal buildings would almost certainly 
stall the President’s 10-year program for removal of temporary office 
structures. 

CONSEQUENCES OF DELAY 


It would act as a serious deterrent to new employment in man 
States where all the materials for Federal buildings are suneliaiell 
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Neither our Capital City nor our Nation can afford to suffer any 
of the consequences which would flow from a delay in these Federal 
projects. We therefore urge this committee to give its most serious 
consideration to my attached statement, in which all of these facts 
are more fully set forth. 

Moreover, every member of the Federal City Council joins me in 
urging that you give top priority to developing a means of going 
forward now with District projects 5, 6, 8, 9, and 10 by whatever 
method you deem most expeditious. ; 

Thank you. 

(The statement referred to follows :) 


My name is George A. Garrett, president of the Federal City Council. 

I appear this morning to remind this commite of the urgent need for continu- 
ing five major building projects in the Nation’s Capital, and to urge as strongly 
as I know how, that you gentlemen assign a high priority to extending the life 
of these projects by whatever method you consider most feasible. 

I refer to Federal offce buildings, 5, 6, 8, and 10, all of which are located in 
the southwest redevelopment area, and FOB 9, to be placed just west of the 
Interior Building. The first four are a vital part of Washington’s slum-clear- 
ance effort, and all five are indispensible to removal of temporary buildings in 
the Nation’s Capital. 

Under the independent appropriations bill for 1959 (H. R. 11574) and its 
report as now written, construction of these buildings would be deferred in- 
definitely. This is a matter of the deepest concern to the Federal City Coun- 
cil. We believe it should be of equal concern to members of both political parties 
in Congress, and to the entire Nation. 

Deferment of any of these buildings, for however long a period, would exert 
seriously damaging effects on slum clearance, not only in Washington but na- 
tionwide as well. This, in turn, would have sharply adverse economic con- 
sequences for the city in which Congress bears a share of municipal costs. 

Let me illustrate this point with the most important single example at hand— 
the project for redeveloping southwest Washington. 

It is difficult to translate the importance of this endeavor into words. The 
entire project consists of the 80-acre pilot project area B, the 440-acre area 
C, and the 30-acre area C-1. The total southwest project is valued at $400 
million, counting investment from both public and private sources. When com- 
pleted, it will bring better housing to more than 17,000 persons in the area, and 
yield the city at least $3,600,000 in increased taxes. 

Federal Office Buildings 5, 6, 8, and 10, are the keystone of this great project. 
Remove them and the entire arch of southwest redevelopment could fall. 

These buildings have been carefully planned as a key source of employment 
for future tenants of the redeveloped southwest area. FOB 5, the buildings 
to be located on the Tenth Street Mall in area C, are particularly vital, since 
the Mall will link up the redeveloped area with the rest of the city. 

Federal Office Building 6 would be located west of the Health, Education, and 
Welfare buildings, Federal Office Building 8 at Second, Third, and D Streets SW., 
and Federal Office Building 10 on Independence Avenue just north of the present 
GSA warehouse. 

Elimination of these buildings would seriously impede the marketing and de- 
velopment of the entire southwest project. To cite only one instance: 

Deferment of the Mall complex alone could create extreme difficulties for com- 
pletion of financial negotiations on the commercial Town Center, designed to 
serve both areas B and C. Without this center, the pilot Area B effort could be 
brought to a halt, since it has been conceived and planned on the premise that 
the center will be built. This would almost inevitably jeopardize financing for 
the entire remainder of the project. 

Failure of southwest redevelopment at this stage would be a calamity, not 
only for our Capital City, but for those private and public sources which have 
invested millions of dollars in the project. A glance at current progress will 
underscore this point. 

Altogether, nearly $6 million has been spent or committed in acquiring 
sites, plans, and specifications for the Federal buildings (sites for Federal Office 
Buildings 6, 8, and 10 are already purchased ; and for Federal Office Building 5 is 
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47 percent acquired). More than 1,100 persons have been uprooted from their 
homes and relocated to make way for the projects. 

As a result of these expenditures, projects 6 and 10 are at the verge of con- 
struction. The deadline for completion of plans on Federal Office Building 6 
has been set at about December 1, 1958, and it is expected that plans and designs 
for Federal Office Building 10 will be completed by January 5, 1959. 

But this is only a small part of the picture. In area B alone, more than $6 
million has been invested by a large insurance company and by the private 
redevelopment firm to finance the first housing for families. The Redevelop- 
ment Land Agency has already spent $8,500,000 in demolishing nearly 1,000 
houses, in moving nearly 5,200 persons out of the area, and on other activities. 

In area C, the private redevelopment firm has paid out well over $1 million 
on planning and related activities. Investment to date by RLA totals over $35 
million. More than 5,000 persons have been relocated from the area. 

A total of $5 million has also been committed by the District government to 
finance the $50 million Southwest Freeway, which will run through areas B 
and C, and provide transportation to other parts of Washington. 

With these facts, one can begin to appreciate the true cost of delaying any or 
all of the District building projects. However, no amount of statistics could 
begin to picture the end results of the chain reaction which would be set in motion 
by deferment of these buildings. 

Southwest redevelopment in the Capital City has been hailed all over the 
Nation as a pilot example in better housing. Its failure would certainly exert 
serious repercussions on urban renewal nationally. 

Putting off construction of the District buildings would block, at least tem- 
porarily, the Government’s 10-year program for removing temporary buildings 
and creating more executive office space. (Like the southwest buildings, Fed- 
eral Office Building 9 is an integral part of this effort. It would be located west 
of the Interior Building. GSA has spent $2 mililon to acquire its site and for 
plans. The design for this building is expected to be completed by November 15, 
1958. ) 

Finally, deferment of these projects would prevent the generation of extra 
employment in many States across the Nation which share in the supplying 
and transportation of all the materials for Federal buildings in Washington. 

For all these reasons, we urge that members of this committee give top priority 
to developing a means of going forward now with District projects 5, 6, 8, 9, and 
10 by whatever method is deemed most expeditious, and that this intent be clearly 
set forth in the revised draft of the independent offices appropriations bill for 1959. 


QUESTION OF METHOD OF FINANCING 


Senator Dirksen. I think you gentlemen will all agree that what 
confronts the committee here really is not particularly a money prob- 
lem at the moment but a policy problem. 

Question No. 1 is, Do we proceed, in view of the expiration of the 
Lease-Purchase Contract Act, with a public buildings by direct 
appropriations / 

And, No. 2, is this program to be applied to all of the United States, 
and the District not excluded from the program ? 

That is the first question. 

Then, of course, corollary to that comes the money program. 


NATIONAL CAPITAL PLANNING COMMISSION 
STATEMENT OF HARLAND BARTHOLOMEW, CHAIRMAN 


INTEREST OF COMMISSION IN FEDERAL BUILDINGS 


Mr. Bartholomew, did you come especially to Washington for this 
purpose ? 

Mr. BarrHotomew. I did. 

Senator Dirksen. Would you like to make a brief comment? I 
think you live in St. Louis, do you not ? 
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Mr. Barrnotomew. Yes, I do; one of your neighbors. 

Senator Dirksen. I have seen you around here a long time. 

Mr. Barruotomew. Thank you, Senator. 

As you know, my name is Harland Bartholomew. I am Chairman 
of the National Capital Planning Commission, which, under the pro- 
visions of our act, is charged with the duty of preparing and adopting 
a comprehensive, consistent and coordinated plan for the National 
Capital, which plan shall include the Commission’s recommendations 
or proposals for Federal and District developments or projects. Thus, 
the Commission is vitally interested in the orderly location and con- 
struction of Federal buildings in the District of Columbia. 

While many of the Federal agencies are housed in modern, efficient 
structures, others occupy a vast array of temporary buildings along 
the Mall and on other Federal reservations which should be devoted 
to entirely different uses. These temporary structures result in costly 
and ineflicient operations. 

The removal of these temporary buildings has been too long de- 
layed. They are unsightly, unsatisfactory, and leave a bad impres- 
sion on visitors to our National Capital. They also tend to depreciate 
the economic structure of the central area of the city. 


APPROVAL OF PUBLIC BUILDINGS SERVICE PLAN 


In 1956 the National Capital Planning Commission approved a 
comprehensive construction program, as presented by the Public 
Buildings Service, for a major Federal building development in the 
central portion of Washington. Subsequently, it approved a rede- 
velopment program for Southwest Washington in which certain of 
these buildings were to be located. The Planning Commission has 
urged both the Public Buildings Service and the Redevelopment Land 
Agency to:proceed with the greatest possible speed in carrying out 
these two programs. Both programs will have a major impact upon 
the removal of the temporary buildings. 

The buildings in which the Planning Commission is particularly in- 
terested at this time are those proposed for construction on the south 
side of Independence Avenue, on the west side of Lafayette Square, 
and west of the Interior Building. Sites for the buildings on the 
south side of Independence Avenue already have been acquired either 
by the Redevelopment Land Agency as a part of the southwest urban 
renewal program or by the Public Buildings Service. The other sites 
also are now owned by the Federal Government. 


CONSTRUCTION NECESSARY TO COMPLETE AREA PLAN 


The proposed buildings designated FOB 6, immediately west of 
the existing Health, Education, and Welfare Building, and FOB 10, 
actually two buildings between 6th and 9th Streets SW., complement 
Federal development on the north side of the Mall and afford an 
orderly transition to the south from the Mall to private development 
in the southwest urban renewal area. Construction of these buildings, 
together with FOB 5, 10th Street and the Mall, will utilize for Fed- 
eral office building purposes all of the possible sites south of the Mall 
and west of Third Street SW., and will fulfill long-delayed plans 
for proper development of the area immediately south of Independ- 
ence Avenue. 
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To leave this area in its present more or less ragged condition consti- 
tutes something of a blight and is also inconsistent and incompatible 
with the southwest redevelopment project. The many efforts that 
have been devoted to creating a truly distinctive improvement could 
well be nullified by an indefinite postponement of these Federal build- 


ings. We need them now. They will be of greatest value if built 
today then at some future time. 


I won't go into a little elaboration that I have in the statement here, 
which I will file with the committee, as to the urgency of those build- 
ings in relation to the development of the southwest. 


DESORIPTION OF PROPOSED BUILDINGS 


Senator Dirksen. I wish, however, that, in connection with your 
statement, you would describe very briefly these proposed buildings, 


what they are for, and a little more detail so that we will have a 
complete record on the point. 


Mr. Barrnoitomew. I will be glad to add that to the record, sir. 
(The statement referred to follows:) 


STATEMENT OF HARLAND BARTHOLOMEW, CHAIRMAN, NATIONAL CAPITAL PLANNING 
COMMISSION, ON PUBLIC BUILDING CONSTRUCTION IN THE NATIONAL CAPITAL 


Under the terms of the National Capital Planning Act of 1952 the National 
Capital Planning Commission is charged with the duty of preparing and adopt.ng 
a comprehensive, consistent, and coordinated plan for the National Capital, 
which plan shall include the Commissiun’s recommendations or prvposals for 
Federal and District developments or projects. Thus, the Commission is vitally 
interested in the orderly location and construction of Federal buildings in 
the District of Columbia. 

While many of the Federal agencies are housed in modern efficient structures, 
others occupy a vast array of temporary buildings along the Mall and on other 
Federal reservations which should be devoted to entirely different uses. These 
temporary structures result in costly and inefficient operations. The removal of 
these temporary buildings has been too long delayed. They are unsightly, 
unsatisfactory, and leave a bad impression on visitors to our National Capital. 
They also tend to depreciate the economic structure of the central area of 
the city. 

In 1056, the National Capital Planning Commission approved a comprehen- 
sive construction program, as presented by the Public Buildings Service, for a 
major Federal building development in the central portion of Washington. Sub- 
sequently, it approved a redevelopment program for Southwest Washington in 
which certain of these buildings were to be located. The Planning Commission 
has urged both the Public Buildings Service and the Reuevelopment Land. 
Agency to proceed with the greatest possible speed in carrying out these two 
programs. Both programs will have a major impact upon the removal of 
the temporary buildings. 

The buildings in which the Planning Commission is particularly interested at 
this time are those proposed for construction on the south side of Independence 
Avenue, on the west side of Lafayette Square, and west of the Interior Build- 
ing. Sites for the buildings on the south side of Independence Avenue already 
have been acquired either by the Redevelopment Land Agency as a part of the 
southwest urban-renewal program, or by the Public Buildings Service. The 
other sites ‘also are now owned by the Federal Government. 

The proposed buildings designated FOB 6, immediately west of the existing 
Health, Education, and Welfare Building, and FOB 10, actually two buildings 
between 6th and 9th Streets SW., compliment Federal development on the north 
side of the Mall and afford an orderly transition to the south from the Mall to 
private development in the southwest urban-renewal area. Construction of these 
buildings, together with FOB 5, 10th Street and the Mall, will utilize for Federal 
office building purposes all of the possible sites south of the Mall and west of 3d 
Street SW., and will fulfill long-delayed plans for proper development of the area 
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immediately south of Independence Avenue. To leave this area in it’s present 
more or less ragged condition constitutes something of ablight and is also incon- 
sistent and incompatible with the southwest redevelopment project. The many 
efforts that have been devoted to creating a truly distinctive improvement could 
well be nullified by an indefinite postponement of these Federal buildings. We 


need them now. They will be of greatest value if built today than at some 
future time. 


“Since materials for these buildings would come from other States throughout 
the Nation, not from the District of Columbia, their construction now would be 
of benefit to the national economy. 

FOB 8, Second, Third and D Streets SW also is an integral part of the de- 


velopment of the southwest urban-renewal area and should be completed at the 
earliest possible moment. 

The Commission again is vitally interested in the proper development of the 
square lying west of Lafayette Square by the construction of FOB 17, and the site 
west of the Interior Building through the construction of FOB 9. It urges that 
proposed construction on these sites be initiated at an early date. These are, for 
the most part, the last appropriate sites west of the Capitol. 

arly completion of the buildings referred to and the resultant removal of the 
temporary buildings from the Mall and from other Federal reservations is not 
merely a matter of local interest or of economic administration. The Nation’s 
Capital is the mecca for visitors from not only the entire United States, but also 
from all over the World. The impressions that these visitors receive from 
their visits to Washington have a far-reaching and lasting effect for their respect 
for the United States as a Nation. Unfortunately, the Federal Government itself 
is one of the prime contributors to unsightly and disorderly areas all along the 
route of these visitors as they pass from one attraction to another or within their 
view from the Capitol, the Washington Monument, and the Lincoln Memorial. 

The National Capital Planning Commission strongly urges the Congress to 
proceed with the approval of these vital office buildings in the best interests of and 
for the good of this—our Nation’s Capital. 


CONSTRUCTION OF BUILDINGS NATIONALLY BENEFICIAL 


Mr. BarrHotomew. May I just say 1 or 2 things more, Senator? 
Senator Dirksen. Yes. 
Mr. Barrnortomew. In addition to the great importance of finish- 
ing up the southwest redevelopment, I would like to say that our Com- 
mission had quite a discussion of this matter. One of the things that 
was brought out was that material for these buildings would come 
from other States through the Nation and not from the District of 
Columbia, and their construction would be just as much benefit to the 
national economy as would a building in Louisiana or Nebraska or 


Ohio. 


REMOVAL OF TEMPORARY BUILDINGS 


The Commission, again, is vitally interested in the proper develop- 
ment of the block lying west of Lafayette Square, as well as the one 
south of Independence Avenue. Early completion of the buildings 
referred to and the resultant removal of the temporary buildings from 
the Mall and from other Federal reservations is not merely a matter 
of local interest or of economic administration. The Nation’s Capital 
is the mecca for visitors from not only the entire United States but 
also from all over the world. The impressions that these visitors re- 
ceive from their visits to Washington have a far-reaching and lasting 
effect for their respect for the United States as a nation. 
Unfortunately, the Federal Government itself is one of the prime 
contributors to unsightly and disorderly areas all along the route of 
these visitors as they pass from one attraction to another or within 


their view from the Capitol, the Washington Monument, and the Lin- 
coln Memorial. 
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I had the privilege of a visit to Europe last fall, and I was very 
much impressed with the way in which they have cleaned up their 
debris from the bombing and the very eneclions impression one gets 
in some of the cities that are being rebuilt in Europe. And I confess 
I had a very bad reaction, Wien t came back home, at the extent of 


our temporary buildings which are much more easily removed, if we 


will provide these buildings, than has been done in the European 
cities at much greater cost. 


DIsTRIcT OF COLUMBIA REDEVELOPMENT LAND AGENCY 
STATEMENT OF JOHN R. SEARLES, EXECUTIVE DIRECTOR 


PREPARED STATEMENT 


Senator Dirksen. Mr. Searles, you represent the Redevelopment 
Land Agency. Do you concur in the sentiments expressed by Mr 
Bartholomew and others ? 

Mr. Seances. I certainly do, sir. 

Senator Dirksen. We will put your statement in the record. 

(The statement referred to follows :) 


My name is John R. Searles, Jr. I am Executive Director and Secretary of 
the District of Columbia Redevelopment Land Agency which is entrusted with 
the responsibility of carrying out the renewal and redevelopment of the slum 
and blighted areas of Washington, D.C. I am speaking in behalf of my Agency 
and in behalf of the National Association of Housing and Redevelopment Offi- 
cials, which has consistently represented the interests of cities in the Nation 
in their housing and redevelopment activities. 

Under the independent offices appropriation bill of 1959, four major public 
buildings in the land acquisition and planning stage in Southwest Washington 
are deferred. This deferral places the entire Southwest Washington redevelop- 
ment, consisting of projects B, C and C-—1, in jeopardy. 

The planning and financing of these projects has proceeded with the assurance 
from both Congress and the administration that these public office buildings 
would be constructed in conjunction with the overall redevelopment of the 
southwest area of the city. The District of Columbia Redevelopment Land 
Agency has, with funds furnished by the Housing and Home Finance Adminis- 
trator, purchased all of the land required for Federal office buildings 6, 8, and 
10 and a very substantial part of the land for Federal office building 5. 

So far, approximately $7 million has been invested by this Agency in the 
preparation of sites for these four office buildings. These funds have been 
expended primarily for land but also for acquisition appraisals, and payments 
of moving and other expenses incurred to families and businesses displaced from 
the sites. In the interest of proceeding expeditiously in the preparation of sites 
for Federal office buildings 5, 6, 8, and 10, we were forced to put families and 
businesses to considerable inconvenience and frequently actual hardship. This 
Was necessary because of a firm agreement on our part with the General Serv- 
ices Administrator, concurred in by the District of Columbia Commissioners 
and the Housing and Home Finance Administrator, under which we agreed to 
deliver the sites to the General Services Administration this year. 

Federal office building 5 is particularly closely related to the southwest urban 
renewal plan because it is being planned in conjunction with our own de- 
velopment of 10th Street. Tenth Street is the entrance to the southwest and 
the key feature which has enabled us to encourage very substantial private in- 
vestment in the rebuilding of a former slum area as a new residential and busi- 
ness community. It can be seen on the map which is attached that the site 
for Federal office building 5 is in three parts. Two parts of the building provide 
portal structures for the entrance to the southwest off Independence Avenue. 
The third part flanks 10th Street and will be a balancing feature to the plaza 
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area which will be developed for cultural and business uses. 
office building 5 the southwest plan falls apart. 

I attach for the record a copy of our memorandum of understanding with Mr. 
William Zeckendof, president of the firm of Webb & Knapp, executed in March 
of 1954. In this memorandum, it will be noted that the development of 10th 
Street is the single condition of this firm’s participation in the southwest rede- 
velopment. 

After many difficulties, construction has finally begun in southwest project 
area B for the first 400-unit element of that project which will eventually contain 
1,000 houses. This is being constructed by a firm of which Mr. Roger Stevens 
and Mr. James Scheuer of New York are the principal investors. John Hancock 
Mutual Life Insurance Co. has furnished mortgage funds of almost $6 million 
for the initial structure. This major start was predicated on a careful study of 
the market conditions for new houses in the southwest area. An important and 
what was believed to be an assured element in this market was the number of 
workers in the new Federal office buildings, particularly Federal Office Buildings 
Nos. 6, 8, and 10. A delay in the construction of these buildings appears to our 
developers and to us to constitute a breach of faith which will not only jeopardize 
the construction underway but will delay or make impossible the financirg of the 
3,000 houses in area C and the auxiliary commercial uses to serve these houses. 

A total of something over $200 million in private investment in new houses 
and businesses is expected in southwest. This investment would be discouraged 
by the elimination of any important part of the plan itself which will contribute 
to the market and economic strength of the new community. 

Finally, I would like to say a word about the importance of Southwest Wash- 
ington to the urban renewal program in the country as a whole. It is the largest 
and most significant redevelopment project to have reached this stage of execu- 
tion. Some small projects are completed, other large projects in several cities are 
approaching execution. The eyes of not only the cities of the Nation but of the 
cities of the world are on this southwest program. I had the good fortune of 
visiting with the planning and redevelopment officials of 15 countries in Europe 
last summer and fall and found that many of them were watching the southwest 
program with interest. They were curious to see whether we could change the 
character of an obsolete and slum area at the doorstep of the National Capitol 
into a magnificent new section with a model residential community, publie build- 
ings, and a thriving business area. 

Projects which have years of planning behind them and are now in the stage 
of initiating construction are being specifically encouraged by the Urban Renewal 
Administration because they create employment over large areas and in many 
trades. The southwest project is ready to supply immediately a large volume of 
eonstruction activity if it is permitted to proceed at this time. 

We have weathered several crises in the last few years including a case in the 
United States Supreme Court which sharply affirmed our Agency’s authority to 
carry out this project, and a shortage of housing mortgage money which delayed 
construction for over a year. Now the execution of this project in which over $50 
million of public funds have already been invested is moving in high gear. It 
would be tragic indeed if a compromise could not be achieved in the proposal of the 
House of Representatives for the public buildings program which would enable 
these four public buildings in Southwest Washington and other projects in the 
country which are dependent upon publie buildings already planned, to go for- 
ward without delay. 


Without Federal 


Memorandum of understanding made this 15th day of March 1954, between the 
District of Columbia Redevelopment Land Agency (hereinafter referred to 
as the “Agency”’) and the firm of WEBB & KNAPP, INC., of New York City 
(hereinafter referred to as Webb & Knapp). 


Whereas the National Capital Planning Commission and the Board of Com- 
missioners have approved an area in southwest Washington, containing a pre- 
dominance of slum and blight conditions, as an appropriate area for redevelop- 
ment and designated it as the southwest survey area, and Webb & Knapp, having 
submitted a sehematic proposal for the redevelopment of such area, exclusive 
of southwest redevelopment project area B thereof, but including a portion of 
land anvoreximately 814 acres abutting said survey area on the north between 
9th and 11th Streets (the area covered by said schematic proposal is shown 
approximately on the attached map (exhibit I) prepared by Webb & Knapp 
and will hereinafter be referred to as the proposal area): and inasmuch as 





















INDEPENDENT OFFICES APPROPRIATIONS, 1959 275 






Webb & Knapp desire to advance cooperative studies and plans looking toward 
a definite proposal by Webb & Knapp for the commencement, progress and com- 
pletion of such redevelopment ; and 

Whereas Webb & Knapp have already expended substantial sums of moneys 
for their aforesaid schematic proposal for the redevelopment of the proposal 
area, and desire a memorandum of understanding with the Agency prior to 
the expenditures of further ‘substantial funds for further studies and plans; 
and 

Whereas the Agency desires the elimination of the aforesaid conditions of 
slums and blight in the proposal area and the redevelopment and reconstruction 
of such area in the best interest of the community. 

Now, therefore, it appears desirable, without commitment by either of said 
parties, to set forth certain mutual understanding as to procedures to be fol- 
lowed and cooperation to be given by the Agency to Webb & Knapp. 

The purpose of this memorandum is to set forth such understandings. 

1. It is understood that the powers of the Agency to acquire and dispose of 
land as prescribed by the District of Columbia Redevelopment Act of 1945, as 
amended, may be exercised under certain conditions precedent which may gen- 
erally be described as follows: 

(a) The development of a general plan for the District of Columbia by the 
National Capital Planning Commission ; 

(b) The adoption of boundaries of a redevelopment project area by the Na- 
tional Capital Planning Commission and the approval of such boundaries by 
the District of Columbia Commissioners ; 

(c) The adoption of a redevelopment plan for the redevelopment project 
area by the National Capital Planhing’Commission and, after a public hearing 
thereon, the approval by the District of Columbia Commissioners of the rede- 
velopment plan; and 

(d) The certification by the National Capital Planning Commission of the 
approved redevelopment plan to the Agency for execution. 

2. Webb & Knapp intends during the ensuing 12 months from the date of this 
memorandum (except as otherwise provided in paragraph 3 hereof to proceed 
diligently to make general engineering, economic and development studies of the 
land in the proposal area as specified in exhibit I, excluding however land shown 
on said exhibit as proposed or to be proposed for public use or purposes, such as 
for public buildings, the major esplanade entrance at 10th Street, the ap- 
proaches, underpasses, and overpasses related to the proposed Southwest Express- 
way, the expressway itself, the proposed pool at the foot of the major esplanade 
entrance and waterfront installations, all railroad underpasses and overpasses, 
parks, new streets, and easements for utilities. The general understanding is 
that the studies referred to in this-paragraph will be related to land to be de- 
voted to private use rather than public use. 

3. The Agency intends to cooperate fully with Webb & Knapp insofar as it 
deems feasible and proper and in the best public interest and as may be author- 
ized by law. Such cooperation shall include among other things the submission 
to Webb & Knapp of such information as may be produced by subsurface sur- 
veys including test borings and other engineering studies or other studies which 
may be performed at the expense of the Agency or other public agencies as may 
be available or become available and as may be related to the redevelopment 
of the proposal area. The Agency recognizes that the aforesaid test borings are 
essential to the effectuation of a final redevelopment plan for the proposal area. 
The Agency will cooperate with and assist Webb & Knapp in the latter’s nego- 
tiations with all interested public agencies looking to the production of a pro- 
posed redevelopment plan for the proposal area which will be acceptable to the 
National Capital Planning Commission, the District of Columbia Commissioners, 
the Housing and Home Finance Administrator and to all other interested par- 
ties and agencies. The Agency will exercise its independent judgment in making 
its own recommendations in respect. to said-plan or supporting the recommen- 
dations of Webb & Knapp to such agencies or in supporting the recommenda- 
tions of such agencies to Webb & Knapp as it may deem in the best public 
interest. 

4. During and within the said 12 months period, the Agency intends to take 
any and all steps and do and perform any and all acts and things necessary, 
appropriate or convenient subject to the limitations placed on it by law or public 
policy, to further the plans for the development of a major esplanade entrance 
at 10th Street and all other public works and improvements within, tangent to 
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or neighboring upon, the proposal area as shown on exhibit I. It is understood 
that any proposal of Webb & Knapp for the redevelopment of the proposal area 
will be contingent upon a commitment on the part of appropriate public agencies 
or the commencement and completion of the construction within a reasonable 
time of a major esplanade entrance to the area on 10th Street between Inde- 
pendence Avenue and the waterfront, all subsurface facilities, arterial and other 
highways and connections and overpasses and underpasses incidental, tangent 
or necessary thereto, new streets, parkways and utilities, all as may be specified 
in whatsoever may become the approved redevelopment plan for the proposal 
area. It is also understood that the parties to this memorandum will endeavor 
to find appropirate means to solve the development problem that may occur in 
the event of an indefinite postponement of public buildings or improvements 
which may be called for in whatever may become the redevelopment plan for the 
proposal area. Among the solutions which will be explored are: 

(a) An agreement to sell such land for redevelopment to Webb & Knapp after 
a period of 5 years from the time of execution of a definitive contract subject to 
appropriate amendment of the redevelopment plan. 

(b) The maintenance in the interim period of the public building sites as 
simple park areas with minimum appropriate sodding and landscaping. 

5. If and when a redevelopment plan for the proposal area submitted by Webb 
& Knapp is adopted by the National Capital Planning Commission, approved by 
the District of Columbia Commissioners, approved by the Housing and Home 
Finance Administrator and certified to the Agency by the National Capital Plan- 
ning Commission for execution, it is understood that the Agency will cooperate 
with and assist Webb & Knapp in the latter’s efforts to produce an acceptable 
definitive proposal for the effectuation of said redevelopment plan for the pro- 
posal area. The proposal may contain the proposed purchase price and/or rental 
or lease of the whole or any part of said area (but not less than 50 percent of the 
land not proposed to be used for public purposes), together with the amount of 
space proposed to be utilized for office, commercial, and residential purposes re- 
spectively and the number of buildings in each category, the price or rental 
ranges thereof, the land coverage thereof, and the number of family units pro- 
posed to occupy the residential buildings and the amount of square feet to be 
occupied in the business and commercial buildings, respectively, and such other 
matters as may be required. Such proposal may also contain recommendations 
as to the desirable sequence of acquisitions of land. 

6. If and when the aforesaid approval and certification have been effected, and 
an acceptable proposal shall have been submitted to the Agency by Webb & 
Knapp, it is understood that the Agency and Webb & Knapp may then enter 
negotiations respecting the formulation of a definitive contract for the acquisition 
and development of those portions of the area which may be developed by Webb 
& Knapn, subject. however, to the understanding that : 

(a) Webb & Knapp will acquire only such part of the area as it intends to 
develop, such acquisition, however, to consist of not less than 50 percent of the 
area, excluding the space reserved for public or quasi-public use or for public 
buildings ; 

(b) Such definitive contract will provide that prior to the completion of the 
development of the area so acquired by Webb & Knapp, Webb & Knapp may sell 
and/or lease, for an amount not exceeding the amount paid by Webb & Knapp 
for the particular land involved, including accrued carrying charges and actual 
cost to Webb & Knapp of work in place, provided the part so sold and/or leased 
will be developed in accordance with the redevelopment plan, and provided fur- 
ther that such transaction or transactions shall be subject to the consent of the 
Agency and compliance with the statutes and regulations then existing; 

(c) Any proposal of Webb & Knapp is dependent upon the appropriate agencies 
being committed at the time of execution of a definitive contract to the commence- 
ment and completion within a reasonable time of a major esplanade entrance and 
other public improvements as described in paragraph 4 above, and if such com- 
mitment has not been forthcoming by the time of execution of a definitive con- 
tract, the proposal of Webb & Knapp may be withheld or withdrawn; 

(d) Such definitive contract will not be binding upon the Agency until it has 
been approved by the Housing and Home Finance Administrator. 

7. It is understood that the Agency does not intend to negotiate with any other 
persons, private firms, or corporations, except by mutual understanding between 
the Agency and Webb & Knapp, for the disposition of land in the proposal area 
during the period when steps leading to a definitive proposal by Webb & Knapp 
are being pursued with reasonable dispatch and in good faith, such period, how- 
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ever, not to exceed 15 months, except that, if for reasons beyond the control of 
Webb & Knapp, it shall have been prevented from submitting a definitive proposal 
within the prescribed time, a reasonable extension of such period may be granted 
by the Agency or its designee upon consideration of the facts as they may happen 
to be at that time. 

8. It is understood that this memorandum presents the current thinking of 
Webb & Knapp and the Agency, and, if due to changing circumstances, amend- 


ment becomes necessary it may be so modified by the mutual agreement of the 
parties concerned. 

9. The Agency cannot permit any deviation from whatsoever plan for the 
proposal area which may be approved in accordance with law except as it may be 
amended pursuant to law. 

10. It is mutually understood and agreed that any references herein to Webb & 
Knapp will mean the firm of Webb & Knapp and/or (subject to the approval in 
each instance of the Agency and the Housing and Home Finance Administrator ) 
any of its associated, affiliated or subsidiary corporations, whether now existing 
or hereafter organized or acquired. Such approval shall be based upon the 
reasonableness of the circumstances in each case. 

11. Nothing in this memorandum is intended or shall be interpreted to be in 
any manner whatsoever inconsistent with any provision of the District of Co- 
lumbia Redevelopment Act of 1945, as amended, and if any such provision shall 
be inconsistent, then said provision shall be considered to be ineffective and void. 


DISTRICT OF COLUMBIA REDEVELOPMENT 
LAND AGENCY, 
By ——— ——. 
Wess & Knapp, INC., 
By ——— ———- 


OTHER CITIES CONCERNED ABOUT FEDERAL RELATIONSHIP 


Mr. Seartes. I wonder if I could make two very brief points. One 
is that you do have the maps and statement which I have, but I am 
also representing not only the Redevelopment Land Agency but the 
National Association of Housing and Redevelopment because there 
are about 200 other cities in the country with urban renewal pro- 
grams who are very much concerned with this relationship between 
Federal buildings and urban renewal projects, and there are several 
that are now being planned. It is a relationship that is very fortui- 
tous for both public buildings and the urban renewal project. 

The second point is that you put your finger right on 1t when you 
spoke about timing. It is the timing of this construction. Two are 
all ready for contracts to be let this calendar year, and that is what 
throws the project out of gear. 

Senator Dirksen. Mr. Penn. 


WASHINGTON BUILDING CONGRESS 


STATEMENT OF CHARLES PENN, REPRESENTATIVE 


PREPARED STATEMENT 


Mr. Penn. May I just make one reference. 

Senator Dirksen. First, let me ask did you have a prepared state- 
ment ? 

Mr. Penn. Yes. 

Senator Dirksen. Very well, it will be included. 

(The statement referred to follows :) 

The Washington Building Congress represents every section of the metro- 
politan Washington construction industry, including bankers and mortgage in- 
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stitutions, architects, engineers, general and subcontractors, material supply 
firms, representatives of organized labor and top officials from Federal and 
municipal construction agencies. It is by far the largest construction industry 
organization in this area. We are here today to earnestly request that the Fed- 
eral office buildings planned for Washington be restored to the construction pro- 
gram of the General Services Administration. 

For 40 years there has been talk in Washington about the elimination of 
temporary buildings. At long last the decision was reached to tear down these 
unsightly and inefficient buildings and house the unfortunate Federal employees 
who have to work in them in modern office buildings. There was great re- 
joicing when this long-awaited decision was reached not only by those respon- 
sible for efficient operation of Federal departments, but by everyone who lives 
here and the millions who visit their Nation’s Capital each year. Iam sure that 
every Senator serving on this committee has been asked by his constituents why 
these miserable looking buildings were left standing to mar the beauty of Wash- 
ington. These so-called tempos have aptly been called Federal slums. They 
cover 125 acres of our parks, blocking carefully planned vistas, and are respon- 
sible for much crowding of the downtown area. 

The House of Representatives has voted to postpone once more the carefully 
planned Federal office building construction program for the District of Colum- 
bia because other sections of the country are suffering from greater unemploy- 
ment than Washington. In urging the Senate to put these buildings back in the 
eonstruction program, the Washington Building Congress points out that con- 
struction in this area will benefit many other sections of the country. No build- 
ing materials are manufactured here, so everything going into these buildings 
will come from the various States. 

People not familiar with construction often have no realization of its very 
widespread impact far from the scene of the actual building itself. Large-office 
buildings of the type planned for Washington create the greatest impact of any 
type of construction because of the wide variety of their component parts which 
come from all over our country. 

Office buildings require a great deal of steel, which is one of the seriously de- 
pressed industries. With the decline in demand for steel by automobile com- 
panies, construction must take up much of the slack in that industry. A dozen 
States would be directly affected by the stepup in demand for steel which this 
building program would create. Iron ore mines and Great Lakes shipping com- 
panies would receive orders. The steel mills and fabricating companies would 
benefit. Manufacturers of heating, plumbing and air conditioning equipment 
would order more raw materials. Electrical equipment would be needed. 

Federal buildings are built to a high standard. Marble and stone from many 
sections of the country would be used. Brick and cinder block, concrete, insula- 
tion materials, windows, doors, glass, lumber, partitions, hardware, fixtures— 
these are just a few of the components of a single important building. In many 
materials dozens of processes—and jobs—are involved in their trip from the 
raw material in the forest, quarry or mine to their incorporation into the 
building. 

1 am sure that some of the materials going into these buildings will come 
from the State of every man on this committee and from many more besides. 
Lumber is one of the principal products of Washington, your chairman's State. 
Alabama also produces lumber as well as marble and limestone. The New Eng- 
land States send granite and their highly skilled workers fabricate many metal 
products especially for electrical systems. Illinois will send steel; Michigan, 
diesel engines and earth-moving machinery; and Arizona produces much of the 
copper which goes into the intricate electrical systems of modern buildings. 

Several of these Federal buildings were scheduled to go into the Southwest 
renewal area which is finally beginning to roll after years of planning and frus- 
tration. They were to be one of the chief inducements to people to move into 
this section of the city. Without them there will be more delays and more 
costly replanning. The local construction industry has been eagerly awaiting 
the start of this tremendous building program. Every section of our industry 
should benefit from urban renewal. To have it stalled once more is a bitter 
disappointment. 

Washington needs these buildings. Plans for three of them (Federal office 
buildings Nos. 6, 9, and 10) have progressed to the point where they could be 
ready to go out for bids by January 1959, or possibly sooner if the General Serv- 
ices Administration were asked to speed them up. This means the materials 
would start moving here from all over the country during 1959. They would 
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come by trucks made in hard-pressed Detroit or by rail over roads feeling the 
depression. Furnishing these materials would create jobs hundreds of miles 
from Washington. 
Summing up, the Washington Building Congress urges that the Federal office 
building contruction program in the District of Columbia be reinstated because— 
(a) Washington needs these buildings if it is to get rid of unsightly 
temporary buildings and suitably house Federal agencies. 
(b) Construction here benefits every section of the country, since all 
materials are shipped in. 
(c) The Southwest renewal program will be stalled once more if the 
Federal buildings scheduled for that area are postponed. 








OTHER AREAS CONCERNED 





Mr. Penn. | would like to put a little more emphasis on this plight 
of the building dollar. 

I have talked to a number of senators and a number of congress- 
men, and all of them seem to have the idea that a building in Wash- 
ington is just going to help the immediate area. 

Of course, that 1s ridiculous because, as Mr. Bartholomew says, there 
is nothing produced here. Everything, such as sand and gravel, comes 
from Virginia or Maryland. Lime, cement, and steel. It is just like 
dropping a pebble in the water. And these high-standard buildings 
have so many component parts that, just as I say, it is a pebble in the 
water, and it goes all the way through our industrial fabric, right 
back to the stores and the mines and the quarries, and it is step by 
step of labor which we need very badly. 

As for your tempos, as you call them—Federal slums—I remember 
when the late President Roosevelt said he was going to have them de- 
signed so they would fall down in 10 years, and I think that some 
of them are pretty nearly at that point now. Besides, they cover 125 
acres of our parkland. So if they ever needed to be replaced it is 
certainly now. 
Thank you, sir. 













GREATER WASHINGTON CENTRAL LABOR COUNCIL 


STATEMENTS OF J. C. TURNER AND J. R. HOLDEN, 
REPRESENTATIVES 


PREPARED STATEMENT 






Senator Dirksen. Mr. Turner, are you and Mr. Holden both here? 
Mr. Turner. We are both here. Mr. Holden has put in a prepared 
statement. 

(The statement referred to follows :) 


STATEMENT OF JOHN R. HOLDEN, EXECUTIVE SECRETARY, WASHINGTON BUILDING 
AND CONSTRUCTION TRADES COUNCIL 















My name is John R. Holden. I am executive secretary of the Washington 
Building and Construction Trades Council, representing some 30,000 AFL-CIO 
building tradesmen in this area. We wish to go on record as strongly support- 
ing the much-needed construction of necessary Federal office buildings in Wash- 
ington, D.C. 

It has been stated that Washington is not a critically depressed area and is 
better off economically than other sections of the country. I beg to differ with 
this opinion. While Washington is perhaps not in as bad shape as other areas, 
we do have a very serious unemployment problem at this time. The construction 
industry in this area has a greater unemployment problem than we have had 
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since before World War II. We in the building industry consider Washington 
a very critical unemployment area. 

Construction has fallen off to the extent that 21 percent of our members 
are unemployed. Usually in Winter months approximately 5 percent of our 
members are unemployed due to bad weather, but today this figure is far greater, 
and it is not all seasonable unemployment. For instance, to name a few specific 
examples, the carpenters have 40 percent of their members unemployed, as do 
the cement masons and the painters. The plasterers have 3344 percent of their 
members out of work, and numerous other trades have from 15 to 25 percent 
of their members unemployed. Also, I would point out that the unemploy- 
ment figures given out by the Department of Labor for this area, while they 
are true according to the number of construction men collecting unemployment 
benefits, do not reflect the entire picture, because our local membership is 
trying to alleviate the unemployment situation by spreading the work around 
and our members are sharing what jobs are available and 2 or 3 men may work 
on a job during the week, thus giving 3 men a few days work instead of giving 
it all to 1 man. Naturally, by our members having a few days work here and 
there they do not apply for unemployment benefits. So in addition to the great 
number entirely unemployed, there are many construction workers who are work- 
ing only 2 or 3 days a week. 

While our primary interest, naturally, is to provide work for our unemployed 
in addition, we know that going ahead with the construction of these Federal 
buildings will benefit not only our working men but will reach into the entire 
building industry, first by the purchase of necessary building materials and 
by increased buying power on all levels. This again goes beyond the loca! 
area, as Washington is not an industrial city and must obtain its lumber, cement, 
steel, and other such products from all over the country, giving employment to 
thousands in those industries, thus fighting recession on a national basis. 

Another benefit to our city would be that the construction of these Federal 
office buildings would hasten the tearing down of the disgraceful temporary 
buildings which greet the view of the many thousands who visit our Nation’s 
Capital. Certainly, Washington cannot justify the name “City Beautiful” while 
these temporary buildings mar its beauty. Also, we must consider the thousands 
of government employees working in these often condemned buildings, who 
freeze in Winter and swelter in our humid summers. Certainly, they are entitled 
to better working conditions and more pleasant surroundings. 

As I have pointed out, we consider new Federal construction in this area a 
very urgent need, as there has been a general slowing down of construction by 
the Federal Government since May of 1956, when the Atomic Energy Commis- 
sion’s new building was awarded. Consequently, there has been fewer and fewer 
construction workers employed on Federal projects. For years, many of our 
members have been employed on such Government contracts and this slowing 
down has contributed greatly to our unemployment. Then, too, there is the 
psychological effect which is generated, because many private building projects 
are delayed or abandoned because an uneasiness is felt when Government build- 
ing falls off. Again, all of this reaches out far beyond the area of Washington, 
adding to the general recession in the construction industry throughout the 
country. 

So in conclusion, I want to stress three major reasons for the construction of 
these Federal office buildings immediately. 

First and foremost, the employment of thousands of workers in Washington. 

Second, because the necessary building materials for such a project will 
increase employment and purchasing power all over the Nation. 

Third, the urgent need to replace the temporary buildings which would make 
our Nation’s Capital the beautiful city it was meant to be. 


UNEMPLOYMENT IN THE DISTRICT 


Mr. Turner. I want to say that the House committee has placed 
great emphasis on the employment situation in the District. They 
seem to think we have had a great deal of employment. But I would 
say, from experience and from figures, that we have had more unem- 
ployment here than any year since 1937. That is, the percentage of 
labor force trained to do construction work who are unemployed. 

Also, we have had a great many people who are underemployed, 
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who didn’t apply for unemployment benefits but were working a day 
or two a week or something along those lines. 

At the present time I don’t see the outlook for work being probably 
as good as it was when this matter was before the House. 

Mr. Holden has made a survey of the situation on employment in the 
building trades. He is executive secretary of the Washington Build- 
ing Trades Council, and I would like you to listen for a moment to 
his figures. 

Senator Dirksen. Have you incorporated that in your statement ? 

Mr. Howpen. I have, Mr. Chairman, but I won’t take but about 2 
or 3 minutes. 

Senator Dirksen. Let me say for the record that Mr. J. C. Turner 
appears with you as a representative of the Greater Washington 
Central Labor Council. 


OFFICE BUILDING CONSTRUCTION NEEDED 


Mr. Hotpen. That is true, Mr. Chairman. 

My name is John R. Holden. I am executive secretary of the 
Washington Building and Construction Trades Council, represent- 
ing some 30,000 AFL-CIO building tradesmen in this area. 

We wish to go on record as strongly supporting the much needed 
construction of these Federal office buildings in the city of 
Washington. 

It has been stated that Washington is not a critically depressed 
area and is better off economically than other sections of the country. 
I beg to differ with this opinion. 

While Washington is perhaps not in as bad shape as other areas, 
we do have a very serious unemployment problem at this time. The 
construction industry in this area has a greater unemployment prob- 
lem than we have had since before World War II. We in the build- 
ing industry consider Washington a very critical unemployment 
area. Construction has fallen off to the extent that 21 percent of our 
inembers are unemployed. Usually in winter months approximately 
5 percent of our members are unemployed due to bad weather, but 
today this figure is far greater and it is not all seasonal unemployment. 
For instance, to name a few specific examples, the carpenters have 
40 percent of their numbers unemployed, as do the cement mason 
and painters. The plasterers have 3314 percent of their members out 
of work, and numerous other trades have from 15 to 25 percent of 
their members unemployed. 


FIGURES DO NOT REFLECT WHOLE PICTURE 


Also, I would point out that the unemployment figures given out 
by the Department of Labor for this area, while they are true accord- 
ing to the number of construction men collecting unemployment bene- 
fits, do not reflect the entire picture because our local people, our 
membership is trying to alleviate the unemployment situation by 
spreading the work around, and our members are sharing what jobs 
are available, and 2 or 3 men may work on a job during the week, thus 
giving 3 men a few days work instead of giving it al] to 1 man. 

Naturally, by our members having a few days’ work here and there, 
they do not apply for unemployment benefits. So, in addition to the 
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great number entirely unemployed, there are many construction 
workers who are working only 2 or 3 days a week. 

While our primary interest naturally is to provide work for our 
unemployed, in addition we know that going ahead with the con- 
struction of these Federal buildings will benefit not only our work- 
ingmen but will reach into the entire building industry: first, by the 
purchase of necessary building materials and by increased buying 
power on all levels. 

This again goes beyond the local area, as Washington is not an 
industrial city and must obtain its hkamber, cement, steel, and other 
such products from all over the country, giving employment to 
thousands in those industries, thus fighting recession on a national 
basis. 

CONSTRUCTION WOULD HASTEN TEMPO REMOVAL 


Another benefit to our city would be that the construction of these 
Federal office buildings would hasten the tearing down of the dis- 
graceful temporary buildings which greet the view of the many 
thousands who visit our Nation’s Capital. 

Certainly Washington cannot justify the name “City Beautiful” 
while these temporary buildings mar its beauty. 

Also, we must consider the thousands of Government employees 
working in these often condemned buildings who freeze in winter 
and swelter in our humid summers.. Certainly they are entitled to 
better working conditions and more pleasant surroundings. 


CONSTRUCTION URGENTLY: NEEDED 


As I have pointed out, we consider new Federal construction in 
this area is a very urgent need as there has been a general slowing 
down of construction by the Federal Government since May of 1956 
when the Atomic Energy Commission’s new building was awarded. 
Consequently, there have been fewer and fewer construction workers 
employed on Federal projects. 

For years many of our members have been employed on such Gov- 
ernment contracts and this slowing down has contributed greatly to 
our unemployment. Then, too, there is the sick local effect which 
is generated because many private building projects are delayed or 
abandoned because an uneasiness is felt when the Government build- 
ing falls off. 

Again, all of this reaches out far beyond the area of Washington, 
adding to the general recession in the construction industry through- 
out the country. 

In conclusion, I want to stress three maior reasons for the construc- 
tion of these Federal office buildings immediately. First and foremost, 
the employment of thousands of workers in Washington. Second, 
because the necessary material for such a project will increase em- 
ployment and purchasing power all over this Nation. Third, the 
urgent need to replace the temporary buildings which would make 
our Nation’s Capital the beautiful city it was meant to be. 

Thank you, Mr. Chairman. 

Senator Dirksen. Thank you, Mr. Holden. 

Senator Dirksen. Mr.-Drake,do,youschave any comment to make? 
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WASHINGTON BoarpD OF TRADE 


STATEMENT OF JOHN W. THOMPSON, JR., DIRECTOR 


GENERAL STATEMENT 


Mr. Tuomrson. I am John W. Thompson, Jr., a director of the 
board and chairman of its coordinating committee on the future of 
Washington. 

In the interest of time, let me say that we concur in general with 
what has been said by previous witnesses. We are interested, how- 
ever, in adition to the adidas that have been spoken for, in building 
7, and hope that the politics of that situation can be resolved so that 
it can be back in the program. 


SUPPORT OF LEASE-PURCHASE PRINCIPLE 


We have supported the principle of the lease-purchase program, 
and we would like to see that reinstituted as these buildings go because 
primarily that keeps the buildings on the tax rolls until they are 
chinasate turned over to the Federal Government. 

We think that they should be built in fiscal 1959, and wish to under- 
score what has been said by Mr. Searles and others on the importance 
of timing for the same reasons that have been stated for the elimination 
of the tempos and so as not to delay the redevelopment of southwest 
Washington. 

DIFFUSION OF FUNDS SPENT HERE 


I would like to underscore also what has been said about the diffu- 
sion of the dollar that is spent here. 

According to the General Services Administration, the construction 
of the new Interior Department Building generated employment in 
43 States, and that covered such things as manufacture, building ma- 
terials, plumbing, heating, air conditioning, and electrical systems. 

We hope very much that Washington will be included in this pro- 
gram and that these buildings will be put back into the bill. 

~ Senator Dimxsen. Thank you. And we will file your statement, 
and any others that are submitted. 

(The statements referred to follow :) 


STATEMENT OF Mr. JOHN W. THOMPSON, JR., CHAIRMAN, COORDINATING COMMIT- 
TEE ON THE FUTURE OF WASHINGTON, WASHINGTON BOarpD Or TRADE 


Mr. Chairman and members of the committee, I am John W. Thompson, Jr., 
chairman of the coordinating committee on the future of Washington and a 
director of the Washington Board of Trade, an organization of approximately 
7,000 business, professional, and civic leaders of the Nation’s Capital. I have 
been authorized by the board of directors of the board of trade to appear here 
today as their representative and make the following statement : 

Our interest in the bill before you concerns Federal office buildings 6, 7, 8, 9, 
and 10 which are included in the 1956-66 construction program of Federal build- 
ings in Washington, D. C., and vicinity of the General Services Administration. 
The House of Representatives eliminated from the appropriation bill $1.2 million 
for planning the new executive office building known as FOB-7, on Jackson Place, 
and denied authority to GSA to proceed as planned with construction under the 
lease-purchase program. It is our understanding that the House action further 
contemplates that these new buildings, when authorized, be paid for through 
direct appropriation. 

The Washington Board of Trade has supported the principle of the lease-pur- 
chase program. We believe it is a sound and satisfactory arrangement through 
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which the Federal Government may, without the expenditure of large sums of 
money, secure needed structures and, eventually, title to them by entering into 
a long-term lease arrangement with private investors. Being taxpayers and 
deeply interested in District of Columbia fiscal matters, the fact that such 
structures would be placed on the tax rolls until title passes to the United States 
presents an additional attractive feature. While we recommend continuation 
of the lease-purchase program and its application to the new buildings planned 
to be acquired under it, our main concern is that the Congress authorize con- 
struction of these buildings in fiscal 1959 and by direct appropriaion, if necessary, 
for several reasons. 

We agree with the General Services Administration that there is a critical 
need for new Federal office buildings in the National Capital. We support their 
10-year program for meeting that need which includes beginning of work on 
Federal office buildings 6, 8, 9. and 10 in fiscal 1959. It is our understanding that 
buildings 6, 9, and 10 will reach construction stage around the first of the year. 

We believe these buildings should be built so that progress can be made in 
discontinuing the use of temporary office buildings of World Wars I and IT and 
their demolition. In our judgment it is both. costly and inefficient to continue 
using these buildings. It is time these structures, many of which are eyesores 
on the Washington scene, were removed to permit the restoration and develop- 
ment of the areas occupied by them in accordance with approved long-range 
plans. 

The District of Columbia in cooperation with the United States Government has 
worked long and diligently to perfect plans and procedures for the redevelopment 
of southwest Washington. Large sums of money have been expended on this 
important project. Large sums have now been committed by private investors 
for construction of new housing which has now finally begun. If these buildings 
are not provided on schedule, we believe it will delay and adversely affect progress 
on the southwest redevelopment. 

For these reasons we believe it is in the best interests of the United States 
Government to proceed in accordance with GSA’s 10-year program. We know 
that it is important to the economy of this community. There can be no question 
of the fact that adherence to the schedule is essential in the development of the 
National Capital as an appropriate seat of the Government of the United States. 

In conclusion I wish to comment very briefly on press reports that members 
of the House Appropriation Committee gave as one reason for eliminating these 
items the need for conserving money in Washington and spending it in other 
communities where unemployment was greater and recession deeper. Figures 
developed by the Washington Building Congress clearly show that only about 
half the cost of these buildings would be spent in Washington while the remain- 
der would be distributed through the country. According to the Gener:! 
Services Administration the construction of the new Interior Department Build- 
ing generated employment in 48 States. Such employment is of varied nature 
and represents work created in the manufacture of building materials, plumbing. 
heating, air conditioning, and electrical systems. It is our earnest hope that 
this committee will recognize the fact that the authority to proceed with these 
buildings will have widespread beneficial effects on employment in many of the 
States. 

I thank you for giving us the opportunity to present our views on this matter 
of such great importance to this community. 


STATEMENT BY WILLIAM F. NELSON 


My name is William F. Nelson. I ama mason contractor of Washington. D. C.. 
and a director and past president of the Mason Contractors Association of 
America, with headquarters in Chicago, Ill. In offering this statement today, 
I represent the Allied Masonry Council as a director. The Allied Masonry 
Council is an alliance devoted to the improvement of building. Its supporters. 
which represent building industry people in every State of the Union, include 
the Structural Clay Products Institute, the Indiana Limestone Institute, the 
Mason Contractors Association of America, and the Bricklayers, Masons, and 
Plasterers International Union of America. 

It is our purpose to urge the members of this committee to restore to our 
Federal building program the immediate construction of four modern office build- 
ings in Washington, D. C. This program, involving an estimated $100 million 
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in construction funds, would permit the elimination from the Federal City of 
unsightly and inefficient temporary buildings which now cover 125 acres within 
the city—an action which has been endorsed by Presidents Roosevelt, Truman, 
and Eisenhowtr. Despite the many valid arguments which can be advanced for 
razing the city’s temporary buildings, I would prefer to address my remarks 
instead to the worth of this project, recently dropped from the program of the 
House of Representatives, in terms of the economy of our States. 

It appears to our thousands of building industry representatives and workers 
throughout the Nation that the construction of these four buildings is the type 
of public work which will most benefit the Government and the American tax- 
payer. This is not a make-work program but one which is sorely needed, both 
to house Federal employees in an efficient manner, and to stimulate employment 
in the building trades under the most economical conditions possible. 

I would like to call to the attention of the committee a fact which is almost 
invariably overlooked in considering the economic effect of a major building 
today. Regardless of where such a building is located, it benefits thousands of 
persons all over our country who are engaged in offering products and services 
in the building industry. It should also be mentioned that the construction in- 
dustry is our Nation’s leading industry in terms of financial volume and employ- 
ment. The building dollar has a wider spread, in these terms, than in any other 
American industry. And there is hardly a State in the Union which does not 
benefit from such a project. 

Office buildings require a large amount of structural steel, for example. As 
the Congress is aware, steel is one of our depressed industries at this time. 
Therefore, this program would benefit the steelmakers and workers of Penn- 
sylvania and Ohio. Lumber is one of the principal products of the State of 
Washington. Sand and gravel for building is supplied by Maryland and Vir- 
ginia. Louisiana provides oil for paint; granite is supplied by New Hampshire; 
Georgia, Ohio, Pennsylvania, and Illinois are among the States which furnish 
brick. Limestone comes from Indiana and Alabama. Massachusetts supplies 
precision metal parts and fixtures; Michigan furnishes trucks for transportation 
of these materials, as do the railroads serving all these States. 

In the field of services, a project of the size under discussion requires the em- 
ployment of a number of architects, engineers, general contractors, mason con- 
tractors, and hundreds of subcontractors, supported by many hundreds of skilled 
craftsmen such as bricklayers and stone masons, as well as a large force of 
common laborers. These services would be provided by persons located in all 
areas of the Nation. Our labor force in the building industry is not physically 
static; as work requires, it shifts from one section to another to fulfill building 
demands. 

Thus, it would be hard to isolate one State in our Nation which would not be a 
potential beneficiary from a major building program in Washington, D. C. 

There are two other most important points which should be made. One is 
that this is not a project which would take years to bring to a state of economic 
benefit. It is our understanding that the plans for these four buildings have 
been advanced to the point that bids might be awarded in early 1959. And even 
before on-site labor is employed for the projects, workmen in the manufacturing 
plants will be put to work to provide materials, fixtures, and equipment. 

The second major point for your consideration is that today is an ideal time for 
building. There is competition among contractors ; and competition, the basis for 
our system of free enterprise, means economy. Material prices, in many cases, 
have declined. There is more than an adequate supply of skilled labor, assuring 
both an uninterrupted building process and fine craftsmanship, which will be re- 
flected in minimum maintenance costs in the future. For the first time in many 
years, buildings bids today are being offered below—in some cases, substantially 
below—the preliminary estimates of architects. 

In summary, then, the reinstatement of these Federal City projects in the 
Federal building program would remove unsightly eyesores from Washington; 
elevate governmental production and efficiency in providing needed quarters for 
Federal employees; provide work for manufacturers, fabricators, quarrymen, 
material suppliers, professional designers, contractors, subcontractors, and skilled 
and unskilled laborers located in all sections of the Nation; benefit our trans- 
portation facilities; and render both a valid service and a saving to the American 
taxpayers. 
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THE AMERICAN INSTITUTE OF ARCHITECTS 
STATEMENT OF LOUIS JUSTEMENT, REPRESENTATIVE 


LETTER TO COM MITTEE 


Senator Dirksen. Mr. Justement, did you file a statement ? 

Mr. Jusrement. No, sir; I did not. 

Senator Dirksen. Let me note that Mr. Justement is representing 
the American Institute of Architects. 

Mr. Jusrement. That is right. 

Senator Dirxsen. There is a letter here from Frank Duane, the 
president of the Washington chapter, and I believe, prior to your re- 
marks, I will insert that in the record. 

(The letter referred to follows :) 


WASHINGTON-METROPOLITAN CHAPTER, 
OF THE AMERICAN INSTITUTE OF ARCHITECTS, INC., 
Washington, D.C., April 28, 1958. 
Hon. Senator WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices, Senate Appropriations 
Committee, United States Senate, Washington, D. C. 

DeaR SENATOR MaGNuson: The Washington-Metropolitan chapter of the 
American Institute of Architects is interested in furthering the construction of 
Federal office buildings Nos. 6, 8, 10 in the southwest redevelopment area, and 
the demolition of temporary Federal office building No. 9 adjacent to Rawlins 
Park in the northwest; in the latter case to make way for Federal buildings 
proposed for later construction. 


These buildings, planned under lease-purchase, have been indefinitely post- 
poned by House action. 

We urge the Senate to take action to assure that some or all of the Federal 
buildings proposed will be constructed in Washington on a systematic and 
continuing basis, and, if not authorized by direct appropriation, which is prefer- 
able, then by lease-purchase. 

It is particularly important to the redevelopment of the Southwest area that 
proposed Federal buildings in this area proceed, since they are required for the 
orderly development of the entire southwest. 

We urge your cooperation to make the above possible. 

Sincerely yours, 


FRANK J. DUANE, President. 
PRESERVATION OF CONTINUITY OF DEVELOPMENT 


Mr. Jusrement. I might say that Frank Duane is president of the 
local chapter. 

Senator Dirksen. That is correct. 

Mr. Jusrement. And I am appearing on behalf of the national 
institute. 

I happen to be chairman this year of the national committee on the 
National Capital, and I was asked to testify in that capacity. 

The national committee on the National Capital has been very 
much interested in preserving the continuity of development in the 
city, and in that respect what I might have to say would duplicate a 
great deal of what already has been said. So I will pass that up and 
only say that I concur with all the statements that have been made 
heretofore today on this subject, and would only like to make one 
remark which I think has not yet been made on this subject and which 
I think is pertinent. 

It has already been called to your attention that, of course, the 
materials come from other cities, but, as a corollary, you remember 
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how ae it takes to develop one of these large Federal projects, and 
I know because I have served as architect on them. It frequently 
takes over a year, sometimes 2 or 3 years between the date when the 
appropriation is passed and you have the word to go ahead with it 
and the time when a contract is let for construction. 

What that means is this, that, with the best intentions in the world, 
Congress might say, “Let us use as much money as we can,” let’s say 
in depressed areas like Detroit, “In order to have that money we will 
cut it out of the program in Washington.” 


EFFECT OF TIMELAG 


Actually, because of this timelag that it takes in the preparation of 
plans for this type of project, it could actually mean less employment 
in Detroit because the project in Detroit, if it is a new project, would 
not actually get under construction for at least a year and maybe 
longer. In the meantime no serious amount of employment is given 
as a result of that project, but the project in Washington or in any 
other city that is in a ready-to-go position or some intermediate stage 
between that could go ahead very shortly and, because it was in the 
position to go ahead, the materials that are then bought, that small 
part of the materials bought from all over the country, some part of 
them would be bought from Detroit, the Detroit area, so that actually 
Detroit would be better off as a result of not having a new project in 
Detroit if the only way of getting that project immediately was can- 
cellation of a project in Washington. 

I just want to say one more thing, and that is that I don’t think any 
projects should be canceled either in Detroit or in Washington. I 
think that public works can be used very successfully in a depression 
period, provided we use them wisely, and that means taking due cog- 
nizance of this timelag. 

I think that no project that is worthwhile should be canceled any- 
where in any part of the country, Washington or any other place. 
Of course, if it is a bad project for some other reason, then it should 
be canceled, but not because of the need for saving money. 

Then let us have the Congress appropriate additional funds in those 
areas that are depressed, not with the thought that that money is 
going to be spent immediately but that it is something for those areas 
to look forward to in the coming years. 

I think if we use the public works project in that fashion it will be 
used to get best advantage for the country as a whole as well as for 
Washington. 

Senator Dirksen. Thank you, Mr. Justement. 

The committee is honored by the presence of an old friend, W. E. 
Reynolds, former Public Buildings Commissioner. 

Bert, have you anything to contribute? 


GENERAL SERVICES ADMINISTRATION, PUBLIC BUILDINGS SERVICE 


STATEMENT OF W. E. REYNOLDS, FORMER COMMISSIONER 
ALTERNATIVE PLANS FOR CONSTRUCTION 


Mr. Reynowps. You are so courteous always, Mr. Chairman, I hate 
to impose upon your time. 
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We have had some discussion as to the alternative plans, if you 
would be interested in just a short one-page memorandum on that. 

One would be to continue lease-purchase in the District as proposed 
in the Jones bill. 

Two would be to continue lease-purchase on projects in and outside 
of the District where your urban renewal is involved. That would 
involve Sacramento. 

Senator Dirksen. They are in trouble out there? 

Mr. Rreynotps. Yes. 

Three, continue lease-purchase in the District alone on urban re- 
newal projects. 

Four, extend contracting authority in the District with only suffi- 
cient funds appropriated at this time to carry the projects through 
fiscal 1959. That is the old method, you will recall. 

Senator Dirksen. Yes, sir. 

Mr. Reynotps. Five, grant direct appropriations for projects which 
can be placed under contract in fiscal 1959. In the southwest area, 
Federal office buildings 6 and 10, will be ready for construction in 
fiscal 1959. Projects 5 and 8 will reach the construction stage in 
1960. 

It is hoped that it will be the judgment of this committee that the 

rogram should be carried out expeditiously and that funds should 
ie made available for construction of each project during the fiscal 
year in which drawings and specifications are completed. 

Senator Dirksen. Thank you, Bert. 

Gentlemen, thank you. 

I can assure you we will give it good and reverent attention when 
the time comes to mark up the bill. 


EXPIRATION OF LEASE-PURCHASE 


T am sorry the Lease-Purchase Contract Act expired, and I thought 
it was very useful. The point was made before the House Appropria- 
tions Committee that the overall cost was about 64 percent over and 
above what it would cost on direct appropriation. Whether or not 
those figures are borne out I do not know, although they did supply, 
I believe, some information from the Comptroller General’s Office 
that would sustain that figure. But in any event, I still think the 
lease-purchase was a good approach to the matter. And you have 
observed, no doubt, that Senator Beall of Marvland has introduced a 
bill in the Senate to revive that act now expired. 

Gentlemen, thank you. 

Mr. Reynotps. Could I, Mr. Chairman, enlarge just 1 minute on 
that statement on cost ? 

Senator Dirksen. Yes. 

Mr. Reynotps. Because you know I was involved right from the 
start on lease-purchase. 

One of the things that makes lease-purchase cost more than direct 
appropriations is taxes. It is true you relieve the Federal taxpaver 
of money by direct appropriation, but you are charging something 
else to the local taxpayer in return because he has to pick it up in local 
taxes, 
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Senator Dirksen. I wish you would take a little time to develop 


that idea, and submit perhaps a supplementary memorandum for 
inclusion beyond this in the record. 


Mr. Reynotps. I would be delighted. 
Senator Dirxsen. Because I think it is important. 
(The memorandum referred to follows:) 


FurTHER STATEMENT BY W. E. REYNOLDS 


An important result of the lease-purchase program is that the local community 
will collect taxes on the structures until title to them finally passes to the 
Government. This provides a much needed period of adjustment during which 
the local governments can arrange for the added burden placed on them by large 
Federal holdings. 

The backbone of municipal revenues is the property tax. The large growth 
of the Federal establishment in recent years has given much concern to cities. 
Where large Federal office buildings are placed in one city but serve great parts 
or groups of States consideration may well be given to a continuing policy of 
payments in lieu of taxes to the cities in which the land and buildings are en- 
tirely withdrawn from taxes. 

Admittedly the lease-purchase program is somewhat more expensive to the 
Government than the acquisition of buildings by direct appropriation. But a 
principal reason for the extra cost—the absorption of local taxes—does not apply 
to the District of Columbia. Here the Government constantly makes contribu- 
tions in lieu of taxes on its extensive properties. In recent years the growth of 
the Government has been greater than the increase in revenue potential of the 
local taxpayer. The lease-purchase program, therefore, affords an ideal arrange- 
ment to span the period during which an equitable policy can be developed by 
the Congress for sharing the cost of city government between the local and the 
national taxpayer. 


MAGAZINE ARTICLE 


Mr. Penn. Here is in an article from Architectural Forum on this 
subject, if you care to file that. 


Senator Dircsen. Fine. We might very well include that in the 
record. Thank you very much. 
(The article referred to follows :) 


{From Architectural Forum, May 1958 issue] 


LEASE-PURCHASE OF FEDERAL OFFICE BUILDINGS HALTED, But Post OFFICE PLANS 
A $40 MILLION PROGRAM 


The Federal Government’s lease-purchase program for building multipurpose 
Federal office buildings was one step nearer extinction last month. The House 
of Representatives voted to shift to a direct payment basis for the building of 66 
projects that had already been earmarked for lease-purchase. The argument 
that most convinced the Congressmen to discontinue the lease-purchase method, 
wherein the Federal Government leases buildings built with private funds and 
eventually takes over such buildings when the amount paid in rent equals con- 
struction and interest costs, is that direct payment is only about half as expen- 
sive. To build the 66 buildings under lease-purchase would cost $348 million, 
whereas it would only cost $177 million to pay for the buildings outright. (What 
this dramatic comparison fails to take into consideration, of course, is the 
interest cost of $177 million of additional deficit financing.) 

The chief argument in favor of lease-purchase has been that it takes pressure 
off the budget. By buying “on time” the Government can avoid spending large 
sums for construction at one time. The Eisenhower administration has favored 
the program, but congressional Democrats and some Republican economizers have 
consistently opposed it as being unnecessarily expensive. Last year, Congress 
refused to extend the program, technically killing it. But there were already 96 
projects planned, and these have gone ahead. The latest House action takes 
more than two-thirds of those projects out of the lease-purchase program by 
simply appropriating funds to build them directly. 
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The General Services Administration, which guides lease-purchase, says it will 
continue under that program with 6 projects already under construction and 
another 29 projects in various stages of bidding, including some that are included 
in the 66 buildings which have been voted direct appropriations. But GSA 
cannot contract for any further lease-purchase buildings after July 1. The 
House Appropriations Committee had requested GSA, and the Bureau of the 
Budget, which must approve all lease-purchase contracts, to discontinue making 
lease-purchase contracts a few months ago. But Budget Director of Maurice 
Stans approved some additional projects, and thereby precipitated the latest 
action. If the Senate goes along with the House action, there will be no further 
lease-purchase contracts after July 1. 

Meanwhile, the Post Office Department, which can build post offices under its 
own lease-purchase program, as long as the buildings are used only for postal 
facilities, announced it was proceeding with a $40 million program to build and 
least 905 new post office buildings throughout the country. Postmaster General 
Arthur Summerfield, in announcing the program, said it would “improve local 
real estate, and provide hundreds of thousands of jobs and be a stimulus to the 
economy of the nation.” The only Federal money that would be spent in the 
program would be for the equipment that goes into the post offices. Funds for 
construction would have to come from private sources, who would in turn lease 
the buildings to the Government. 

The court of common pleas dismissed the suit on the grounds that the city 
oo were privileged in making statements in connection with thir official 

uties. 

The contractor’s attorney took the case to the State supreme court, and suffered 
another setback. The court said: “The public interest demands that these city 
servants * * * be encouraged to inform the community of the progress or lack of 
progress of important public works paid for by the taxpayers. Further, the 
public has legitimate concern with the reasons, if any, for apparently unreason- 
able delays in performance of city contracts.” 

City Solicitor David Berger, who represented the city in opposing the suit, 
commented: “For the first time it has been established that city officers may 
freely make statements in order to keep the public fully informed regarding city 
activities without fear of facing court action for alleged libel.” 


COMMUNICATIONS 


Senator Dirksen. Thank you very much. 

We have a telegram here from Oscar W. Dam, vice president, region 
14, Washington, Oregon, and Idaho, National Association of Retired 
Civil Employees. 

Also a letter over the signature of Frank J. Wilson, president of the 
National Association of Retired Civil Employees. And a letter over 
the signature of Walter P. Halstead, president, United States Civil 
Defense Council, all of which will be included in the record. 

(The telegram and letters referred to follow :) 

SEATTLE, WASH., May 6, 1958. 
Hon. Warren G. MAGNUSON, 
United States Senator, 
Senate Office Building, Washington, D. C.: 

As chairman of committee considering independent offices appropriation bill 
I strongly urge you to disapprove section in bill requiring appropriation covering 
all annuity increases en basis such action is contrary to long-established congres- 
sional procedure forbidding legislation in appropriation bills. It also may prevent 
deserved increases this session of Congress for aged retirees in Washington 
State. Your 8,000 retirees and 2,000 survivors here in whom you have indicated 
a sincere interest depend on your strong support. 

Regards to you and staff. 


Oscar W. DAMFIELD, 
Vice President, Region 14, Washington, Oregon, and Idaho, National 
Association of Retired Civil Employees. 
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NATIONAL ASSOCIATION OF RETIRED CIVIL EMPLOYEES, 
Washington, D. C., May 6, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Appropriation Subcommittee, 
Senate Office Bulding, Washington, D.C. 


My Dear Senator: At a meeting of the executive committee of this associa- 
tion a motion was made and unanimously carried that on behalf of 230,000 civil- 
service retirees, who retired before October 1, 1956, we respectfully urge you 
to use your strong influence to have your committee strike out the section in 
the 1959 independent offices appropriation bill now under consideration, provid- 
ing that an appropriation be required for future annuity increases. 

The basis for our request is— 

(1) It is long-established congressional procedure to strike out of appropria- 
tion bills material which relates to legislation rather than to an appropriation 
item and the section should be stricken in accordance with this sound and well- 
established procedure. 

(2) It is fully recognized by Congress that the civil-service employees who 
retired before October 1, 1956, have been so severely penalized by inflation that 
they deserve annuity increases and in recognizing this situation the Congress 
now has before it S. 72 to provide increases. If this bill is not enacted before 
the independent offices bill containing the section above referred to is enacted, 
it would then require an appropriation. At that late date it probably would be 
impossible to secure final action on the necessary appropriation before adjourn- 
ment because of the time required for the necessary hearings or reports from 
the Bureau of the Budget, and the Civil Service Commission, the necessary 
action by the House and the Senate Appropriations Committees and the final 
passage by the House and Senate. In that event the civil-service retirees would 
continue to be penalized until the next session of Congress. 

Therefore, we respectfully urge that your able committee not disregard the 
longstanding precedent against legislation in an appropriation bill by allowing 
the section to remain in the bill under consideration. 

With high esteem and extending sincere thanks to you for the past interest 
in the welfare of civil-service retirees which you have frequently demonstrated, 
Iam. 

Respectfully. 
FRANK J. WILSON, 
President. 


UNITED States Civit DEFENSE COUNCIL, 
April 25, 1958. 
Hon. WARREN S. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill for 1959, United States Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: I have the privilege of being the elected president of 
the United States Civil Defense Council, the national organization of local, 
city, and county directors. This council represents civil defense directors from 
communities both large and small, target and support areas, urban, suburban, 
and rural areas throughout the United States and possessions. 

Because of the national scope of this organization, the executive committee 
of the United States Civil Defense Council is in a very good position to repre- 
sent the combined thinking of the operational and working people in civil de- 
fense today. The majority of us, paid or volunteer, have dedicated ourselves 
to the establishment of a realistic survival program for our citizens in the event 
of enemy attack or natural disaster. Consequently, we are deeply concerned 
with matters concerning civil defense and securing all of the civil defense as- 
sistance possible from our Federal and State governments. 

The United States Civil Defense Council believes the Federal Civil Defense 
Administration’s budget request for $41,800,000 will barely suffice and repre- 
sents less than minimum needs. We feel that by all means the full amount 
sought should be appropriated. It is obvious that in the event of conflict an effi- 
cient civil defense program is an absolute must. With Russia getting pro- 
gressively stronger militarily from day to day, we cannot see how any reduc- 
tion of civil defense appropriations could be justified any more than we could 
justify a reduction in the strength of our Armed Forces. 

Members of the council that I represent as president are the people upon 
whose shoulders falls the ultimate responsibility for the survival of our coun- 
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try. Joined by hundreds of thousands of conscientious trained volunteers, we 
are slowly but effectively building a nationwide organization of citizens who 
would respond to the many problems that would result in the event of a na- 
tional emergency. Nevertheless, as hard as we are willing to work at our 
task, we must look to Congress and the President for guidance and assistance 
in making our civil defense program effective. It is our fervent hope that your 
committee will give the Federal Civil Defense Administration all of the funds 
that they have asked for so that they can more effectively help us in building 
a program of survival for your people. 
Sincerely yours, 


WALTER P. HALSTEAD, 
President, United States Civil Defense Council. 


Tue STATE OF WISCONSIN, 
OFFICE OF CIvIL DEFENSE, 
STATE CAPITOL, 
Madison, April 24, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill for 1959, United States Senate, Washington, D. C. 


Dear Mr. CHAIRMAN: As president of the National Association of State and 
Territorial Civil Defense Directors, I am vitally interested in the funds appro- 
priated to the Federal Civil Defense Administration. 

During the last meeting of our association, which.concluded on April 11, 1958, 
we were concerned with the President’s budget request relative to the funds 
to be appropriated to FCDA. We were very cognizant of continuing interna- 
tional tensions, recent Russian scientific achievements, and the possibility that 
the Soviets might soon perfect an intercontinental ballistic missile. 

We firmly believe that Congress will recognize the importance of national de- 
fense and the fact that a strong and effective national civil defense is essential, 
not only to deter aggression, but to assure our people of survival in the event 
of a major disaster. 

We sincerely hope that the Federal Government will recognize its responsi- 
bility and set an example to be followed by State and local governments by pro- 
viding sufficient funds to adequately build and then maintain an effective civil 
defense program. 

In order to accomplish the above, the National Association of State and Terri- 
torial Civil Defense Directors requests that you favorably consider the restora- 
tion of the House reduction of the appropriation request. Your help in this im- 
portant matter is greatly needed and will be appreciated. 

Sincerely, 
RALPH J. OLSON, 
President, National Association of 
State and Territorial Civil Defense Directors. 


RECESS 


Senator Dirksen. The committee will recess until Monday at 10 
o'clock. 

(Whereupon, at 12: 55.p. m., Friday, May 9, 1958, the committee ad- 
journed until 10 a. m., Monday, May 12, 1958.) 
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MONDAY, MAY 12, 1958 


Unirep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10:45 a. m., in room 


F-41, the Capitol, Senator Warren G. Magnuson, chairman of the 
subcommittee, presiding. 


Present : Senators Magnuson, Hayden, Ellender, Saltonstall, Young, 
and Dirksen. 


NATIONAL SCIENCE FOUNDATION 


STATEMENT OF ALAN T. WATERMAN, DIRECTOR, ACCOMPANIED 
BY PAUL E. KLOPSTEG, ASSOCIATE DIRECTOR; JAMES M. 
MITCHELL, ASSOCIATE DIRECTOR; JOHN T. WILSON, ASSISTANT 
DIRECTOR FOR BIOLOGICAL AND MEDICAL SCIENCES; E. A. 
ECKHARDT, ASSISTANT DIRECTOR FOR MATHEMATICAL PSYSI- 
CAL AND ENGINEERING SCIENCES; DOWEN C. DEES, DEPUTY 
ASSISTANT DIRECTOR FOR SCIENTIFIC PERSONNEL AND EDUCA- 
TION; J. E. LUTON, ASSISTANT DIRECTOR FOR ADMINISTRATION ; 
HARRY ALPERT, PROGRAM DIRECTOR FOR SOCIAL SCIENCE RE- 
SEARCH PROGRAM; BURTON W. ADKINSON, HEAD, OFFICE OF 
SCIENTIFIC INFORMATION; JACOB PERLMAN, HEAD, OFFICE OF 
SPECIAL STUDIES; F. C. SHEPPARD, COMPTROLLER; FREDERICK 
W. HAHNE, SENIOR BUDGET EXAMINER; DETLEV W. BRONK, 
CHAIRMAN, NATIONAL SCIENCE BOARD, PRESIDENT, NATIONAL 
ACADEMY OF SCIENCES, PRESIDENT, ROCKEFELLER INSTITUTE 
FOR MEDICAL RESEARCH 


LETTER TO SUBCOMMITTEE 


Senator Magnuson. The committee will come to order. The Chair 
apologizes for being late but sometimes airplanes do not run on time. 

We have the National Science Foundation. 

Dr. Waterman, we will put your letter in the record in full, and a 
summary statement from your justifications. 

I understand you have a prepared statement you would like to give 
us at this time. 
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(The material referred to follows :) 


NATIONAL SCIENCE FOUNDATION, 
OFFICE OF THE DIRECTOR, 


Washington, D.C., April 15, 1958. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill for 1959, United States Senate, Washington, D.C. 


My Dear SenAaToR MaGnuson: In reply to your letter of March 21, 1958, the 
National Science Foundation requests the following changes in the independent 
offices appropriation bill for 1959 : 

Page 21. 

Line 13: Delete “$275,000,” the amount approved for expenses of travel, 
and insert in lieu thereof “$325,000,” the amount contained in the President’s 
budget. 

Line 16: Delete “$115,000,000,” the amount approved for appropriation, 
and insert in lieu thereof “$140,000,000,” the amount contained in the Presi- 
dent’s budget. 

The appropriation of $115 million recommended by the House is $25 million, or 
18 percent, less than the amount included for the National Science Foundation in 
the President’s budget. The House report accompanying the bill states in part: 
“The committee has approved $107 million for old programs, but requests the 
Foundation to concentrate its efforts on its three main programs because they are 
sound and good results will come from them. The committee also suggests that 
the $8 million which it has included in the bill in excess of the sum provided for 
old programs be wisely distributed for development of only the most promising 
new programs, and if after further study they are of doubtful value they should 
not be started.” 

The report also states that under the research facility program no funds were 
allowed for the Southern Hemisphere astrograph, the solar research telescope, 
the university reactor program, the university computer program or the optical 
astronomy observatory. Funds were allowed for the support of biological re- 
search laboratories and the National Radio Astronomy Observatory but the 
amounts requested were reduced by $250,000 and $50,000, respectively. 

Therefore, the reduction proposed by the House affect three major areas: 

(1) Funds for expenses of travel of the National Science Board; Foundation 
staff; the Foundation’s three statutory divisional committees; and the advisory 
panels of outstanding scientists who perform such functions as evaluating basic- 
research proposals to determine those to be supported. The House reduced the 
recuest for travel by $50,000, or more than 15 percent of the amount requested. 

(2) The support of urgently needed research facilities : The House recommends 
that the 5 facility items identified above not be supported and reduced the amount 
requested for the other 2 facilities. 

(3) Programs directed to increasing the Nation’s scientific manpower poten- 
tial: These are the “new programs” for which the House has recommended 
$8 million instead of approximately $27,600,000 as requested. 

The foundation requests that the funds for travel, the Support of research 
facilities, and the training of scientific manpower be restored to the full amount 
submitted in the President’s budget. The following presents a brief explanation 


of the importance of having the Senate restore the $25 million reduction proposed 
by the House. 
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Travel.—Appropriations of the Foundation and the workload of the Foundation 
have increased significantly since fiscal year 1956 without a corresponding in- 
crease in funds for travel. The Foundation’s programs are intimately related 
to research and science-education activities throughout the United States. 
Operating, as the Foundation does, without field stations, and utilizing the 
Nation’s leading scientists as members of its divisional committees and advisory 
panels, adequate funds for purposes of travel are vital to the success of the 
Foundation’s programs. The $325,000 requested for travel is believed to be 
conservative for the operation and supervision from a central location of activi- 
ties well in excess of $100 million. 

Support of research facilities—As stated previously, the action of the House 
recommends elimination of funds for 5 facility items and reduces the funds 
requested for 2 others. All of the items eliminated are believed to be vital to 
further progress in science. Four of the facility items are related to astronomy. 
As we stand on the threshold of the space age, we must recognize that our future 
accomplishments in space will be dependent upon progress in astronomy as 
well as in physics. 

The astrograph will permit mapping of celestial bodies in the Southern 
Hemisphere equivalent to that now being accomplished for the Northern Hemis- 
phere. The task will take a minimum of 20 years to accomplish, ang without 
the astrograph our knowledge of star position and motion will be limited to the 
observations that can be made from the Lick Observatory and will cover only 
one-half of the universe. 

The solar telescope would be capable of producing an image of the sun twice 
the size possible with the Mount Wilson telescope. The relationship of the 
sun to many terrestrial phenomena is still one of the great unknowns, despite 
the fact that the sun is the greatest source of energy available to man. Location 
of the instrument at Kitt Peak, Ariz., the site of the optical observatory now 
under construction, would permit observations to be made under “seeing” con- 
ditions believed to be as ideal as can be found in the United States. 

The $50,000 reduction proposed for operating costs of the National Radio 
Astronomy Observatory will restrict the rapid development of the Observatory 
planned for 1959. An observational program with an 85 foot-telescope will be 
initiated at the Observatory this year. With the beginning of a significant 
research program, staffing of the Observatory to provide for the primary tele- 
scope of 140 feet in diameter should move forward as expeditiously as possible. 

The $300,000 requested for the Optical Astronomy Observatory would provide 
funds for operating expenses for 1959 and for other additional costs of the Ob- 
servatory now under construction. Elimination of the required funds further 
handicaps the long-range planning necessary to the successful completion of the 
Observatory. 

Continual acceleration of our national progress in science is, to a major extent, 
dependent upon our success in providing research scientists with the modern 
instruments of science. Typical of such instruments are nuclear reactors and 
electronic computers. Both reactors and computers are useful tools in basic 
research in many fields of science. The electronic computer, in particular, is 
of great importance to the research scientists as a means of saving time in 
earrying out research. Theoretical problems can now be solved quickly and 
cheaply that formerly were not within the ability of man because of the length 
of time involved. This increased ability to solve theoretical problems in many 
instances eliminates the need for large programs of full-scale tests at signficant 
savings of time, money, and scientific manpower. The program proposed by the 
Foundation would make nuclear reactors and electronic computers available to 
our university basic-research scientists by providing such facilities on a regional 
basis. 
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The $2 million requested for the support of biological research facilities repre- 
sents only a small percentage of the need that exists today. The reduction of 
$250,000 proposed by the House would reduce the support that could be provided 
by one-eighth. 

Training of scientific manpower.—One of the most difficult problems confront- 
ing the Nation today is the need for finding the means to improve and accelerate 
the training of scientific manpower. A totalitarian state can resolve such a 
problem by issuing directives. A democracy has no such simple solution to the 
problem. This year, the Foundation proposed several new programs directed to 
increasing our scientific manpower potential through strengthening our science 
teachers, improving our methods of teaching science, and finding ways to motivate 
more of our able students to enter science as a career. For these programs, the 
Foundation requested approximately $27,600,000. The action recommended by 
the House would apparently reduce the funds for these programs to $8 million. 
I should like to point out that, 3 years ago, the Foundation’s institute program 
for the training of high-school and college science teachers was an unproven 
step in what we hoped to be the right direction. This year the House is recom- 
mending over $32 million for the institute program. Successful as the institutes 
have proven to be, they do not represent the complete solution to our scientific 
manpower problem. The scope of our approach to the problem must be expanded ; 
hew approaches to the problem must be developed. If we are to succeed, the 
same vision, courage, and support that made the institute program a success must 
be vigorously supplied for other programs designed to meet our scientific man- 
power requirements. 

The Foundation appreciates the endorsement of the Foundation’s existing pro- 
grams, as evidenced by the appropriation recommended by the House. In this 
critical era of national dependence upon science, however, we are concerned over 
the potential effect of the elimination of individual basic-research facility items 
and the limitation on further expansion of our effort to increase our scientific 
manpower potential through the strengthening of science education. The main- 
tenance of a national research effort of continuing effectiveness requires a well- 
balanced approach designed to support basic research, provide the research equip- 
ment and facilities required for basic research, and at the same time move as 
rapidly as possible to find improved means for teaching and training the creative 
scientific manpower required in the years ahead. 

I should like to have the opportunity to discuss this matter with your com- 
mittee in more detail, and I hope that you will find it possible to support the 
Foundation’s request that its appropriation be restored to the $140 million re- 
quested in the President’s budget. 

Sincerely yours, 


ALAN T. WATERMAN, Director. 
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STATEMENT OF ALAN T. WATERMAN, Director, NATIONAL SCIENCE FOUNDATION 


Mr. Chairman and members of the committee, I am pleased to have the op- 
portunity to discuss with you the programs and plans of the National Science 
Foundation for fiscal year 1959. 

The headlines of the last few months have only served to emphasize what 
has been unmistakably clear for a number of years—that we do, indeed, live 
in an age of science. I think we are also all aware that in this age of science 
the active and creative intelligence of our scientists and the products of their 
research are and will be of ever-increasing importance. In the future, this will 
certainly be the case not only in the more dramatic efforts of man to conquer 
space, but, also, for the seemingly more prosaic needs of improved health, longer 
lives, and material prosperity for our citizens, and for the necessity of maintain- 
ing our national security and economic strength in a time of international un- 
certainty. 

In order to make possible conditions that will encourage the continued high 
scientific productivity needed for our national defense and welfare, our effort 
must progress in several ways. We must assist the efforts of our scientists 
through financial support of their research. We need to provide research tools 
and equipment in areas where the need is vital and funds are inadequate. We 
need to make it possible for our future scientists to receive the best education 
possible, so that we may continue to have an adequate supply of creative minds, 
not only to perform research but, also, to teach. 

These needs, as we have stated in our budget justification, are directly inter- 
related. Progress or stagnation in one has serious implications for the others. 

In our 1959 estimates, the Foundation has presented to the Congress a balanced 
program to give more appropriate emphasis to each of these needs. The amount 
of $140 million in the President’s budget represents an increase of $100 million 
over funds initially appropriated for this fiscal year. The increase provides for 
significant expansion in all of the Foundation’s major activities—support of re- 
search, support of research facilities, dissemination of scientific information, and 
training of scientific manpower. The amount of the increase may seem large, 
but, in terms of the future, it may be small. In view of our increasing dependence 
upon science and its products, time lost in training scientific manpower or in 
conducting research cannot be recaptured, even by later expenditure of greater 
sums. Thus, the greater economy now is, promptly, to emphasize important 
programs in stimulation of science. 

As I stated in my letter of April 15, the independent offices appropriation bill 
for 1959, as passed by the House, decreased the amount of the Foundation’s re- 
quest by $25 million. This represents a decrease of 18 percent below the esti- 
mate included in the President’s budget. While recommending an appropria- 
tion of $115 million for the Foundation for 1959—$107 million for expansion of 
old programs and $8 million for initiation of new programs—the House effected 
reductions in 2 vitally important areas. First, by elimination of urgently needed 
facilities and major equipment for research, and, second, by reduction of funds 
for initiation and support of new and imaginative programs directed toward in- 
creasing our national scientific potential. In addition, funds requested for neces- 
sary travel of the Foundation’s staff and advisory groups in connection with per- 
formance of statutory functions and supervising new and augmented programs 
were reduced by $50,000, or 15 percent the amount requested. I am requesting 
that the Foundation’s appropriation be restored to the $140 million included in 
the President’s budget. 

Before discussing the reasons why the Foundation is requesting restoration 
of the full amount of the 1959 estimate, I should like to express appreciation 
of the House endorsement of our existing programs, as evidenced by their recom- 
mendation of the full amount requested for programs such as the support of 
basic research, the dissemination of scientific information, and for scientific 
manpower programs such as our fellowship program and the institutes for 
training of high-school and college science teachers. 

I should like to concentrate on describing the effects of the House reductions 
in terms of specific programs or items affected. First, basic research facilities. 
A total of $12,400,000 was requested for fiscal year 1959 for 7 basic research 
facilities items. The House committee recommended elimination of all facilities 
items but 2, and these 2 were reduced below the amount requested. Three of 
the items eliminated and one of the items reduced are related to the science of 
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astronomy. The House eliminated funds for an astrographic telescope in the 
the Southern Hemisphere, for a new solar research telescope of advanced design, 
and for operating support and other costs of the Optical Astronomy Obser\ atory 
to be constructed on Kitt Peak in Arizona. Funds requested for operating sup- 
port of the National Radio Astronomy Observatory were also reduced. In 
connection with these items, it is important that we realize that progress in 
astronomy can obviously be expected to assume increasing significance as we 
approach the coming space age. 

In addition, the House eliminated proposals for assistance to colleges and 
universities for acquisition of much-needed nuclear research reactors and elec- 
tronic computers. These are useful not only for performance of research, but 
are also of great value in training of future scientists in their use. Funds re- 
quested for assistance to biological field research stations and specialized labora- 
tories were also reduced. 

The Foundation has pointed out upon previous occasions that although the 
primary requisite for scientfic research is the inquiring and creative mind of 
the trained individual scientists, he is at the same time becoming increasingly 
dependent for success in advanced research upon the products of scientifie dis- 
covery and ingenuity that are in themselves, tools for further research. Such 
research tools in this age of technology have became quite complex and very 
costly, to the point where many schools simply cannot afford them. In recog- 
nition of the dependence of our research upon the availability of advanced and 
complex instrumentation and equipment, the Foundation has sought to meet 
this need by assisting in providing research facilities within the following broad 
objectives : 

First, improvement of the extent and quality of basic research in areas where 
progress is dependent upon access to specialized, scarce, and costly facilities or 
equipment which are presently not readily available. 

Second, achievement of a sound geographic distribution of research by pro- 
viding facilities and equipment in regions where such items are scarce or un- 
available. 

Third, increasing the competence of scientific personnel by providing oppor- 
tunities for training in the use of advanced and highly specialized scientific 
equipment. a : 

In determining the areas of science where the need for facilities assistance is 
most acute, we have used special advisory panels of experts in the various fields 
of science involved. We have established policy guides and criteria which 
specify considerations of urgency, national interest, technical merit, availability 
of funds, and reasonable financial participation by the institution concerned, 
with respect to both initial installation expense and operating costs. In ‘fiseal 
vears 1957 and 1958, the Foundation has applied about $12 million to assisting 
universities and private research organizations to secure urgently needed re- 
search facilities. Implementation of the House action would have the effect of 
bringing this important program to a standstill in fiscal year 1959, and further 
contribute to delay in making urgently needed research tools available to our 
rae. a Hemisphere astrograph.—An amount of $1,200,000 was requested for 
the construction and placement of an astrograph—or special telescope for map- 
ping star positions—at a location in the Southern Hemisphere. This item was 
specifically eliminated by the House. It is requested that we be permitted to 
support construction of the astrograph so that mapping of celestial bodies can 
begin for the Southern Hemisphere on the same basis as is now being done for 
the Northern Hemisphere. The task will take a minimum of 20 years to accom- 
plish, and without the Southern Hemisphere astrograph, our knowledge of star 
positions and motions will be limited to only the northern half of the universe 
that can be studied with the present instrument at the Lick Observatory. , 

Solar research telescope-—We requested that $5 million be made available in 
fiscal year 1959 for the construction of a solar research telescope of advanced 
design. This item was specifically disallowed by the House. This proposed tele- 
scope is considered by many prominent astronomers to be important to the ad- 
vance of solar astronomy. The relationship of the sun—the greatest source of 
energy available to man—to many terrestrial phenomena is still unknown. The 
instrument would be located at Kitt Peak, Ariz., the site of the optical astronomy 
observatory, where “seeing” conditions are unusually good. The proposed in- 
strument would be capable of producing an image of the sun twice as large as 
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that produced by the Mount Wilson telescope, and would remain a valuable 
research tool for years to come. 

Optical astronomy observatory—Funds were disallowed by the House for 
fiscal year 1959 operating expenses and other additional costs of the optical 
astronomy observatory, which, as I have previously stated, will be constructed 
at Kitt Peak, Ariz. It is considered essential to the immediate planning and 
supervision of construction as well as to securing and retaining an outstanding 
scientific and technical staff for operation of the telescope, that the amount of 
$300,000 requested be made available. 

National Radio Astronomy Observatory.—$400,000 was requested for operating 
costs of the National Radio Astronomy Observatory located at Green Bank, W. 
Va., for fiscal year 1959. This amount was reduced by House action to $350,000. 
It is now certain that an observational program will begin this year utilizing an 
85-foot radio telescope to be installed this summer. As a research program will 
be underway, and construction of the 140-foot instrument planned for the near 
future, it is essential that the observatory be able to secure necessary staff for 
carrying out its operating responsibilities. 

University research reactor and computing facilities—The foundation proposed 
that a total amount of $3,500,000 be made available to provide nuclear research 
reactors and electronic computers to universities on a regional basis. These 
programs were specifically disallowed by the House. Both reactors and com- 
puters have a tremendous value in connection with basic research on fundamental 
properties of matter, and have the additional value of contributing significantly 
to the training of our future scientists in the use of these devices. In particular, 
the computer also has a further importance in that it can shorten the time re- 
quired to carry out basic research. Theoretical problems once difficult to solve 
because of the time involved, can now be solved quickly and relatively inexpen- 
sively. The increased ability to solve complex problems rapidly can in many 
instances eliminate the need for large full-scale test programs and thus provide 
savings in time, money, and scientific manpower. Only a very few nuclear re- 
actors and electronic computers are presently available to universities for basic 
research. If funds are made available, it will be possible to provide partial sup- 
port to universities for about 6 research reactors and 3 computer installations, 
all on a regional basis. 

Biological research facilities—The amount of $2 million requested for the 
support of biological research facilities would permit assistance to three areas: 
First, biological field research stations in urgent need of support; second, as- 
sistance for the construction of a specialized laboratory where the factors of 
temperature, humidity, etc., could be controlled and thus accelerate studies of 
the influence of various environmental factors on plant growth; and third, as- 
sistance to improve research collections important in the classification of bio- 
logical specimens. A reduction of $250,000 was proposed by the House in this 
program. This action would reduce available support in this program by one- 
eighth. This is a particularly significant reduction in view of the fact that the 
amount requested represents only a small proportion of the need that exists 
today. 

Ry way of summary of these remarks in justification of our request let me 
merely say that, in addition to our support of the training of scientists we must 
provide them with the modern tools they will need to carry out their research. 

Second, I should like to discuss training of scientific manpower. One of the 
most urgent problems we as a nation face today is that of finding, within our 
traditional educational framework, the means and methods for securing the 
additional numbers of outstanding scientists and engineers that are desperately 
needed now and in future years. We must provide for improving the quality 
of instruction in the sciences and engineering, and at the same time find means 
for encouraging able students to enter and continue study in these fields. We 
have seen that totalitarian states can attempt to solve these problems at the 
stroke of a pen—this is obviously not the way of democracy. 

Rather than discuss these programs in detail at this time, I would prefer to 
indicate some of the considerations and problems in the area of science educa- 
tion generally which have led to development of the various approaches we are 
proposing, and indicate the general effect of the reduction proposed by the House 
in this area. 
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Several basic considerations are involved in providing new and effective ap- 
proaches to improving our scientific manpower potential: 

First, the quality of scientific personnel is perhaps of even more importance 
than quantity. We must be certain that in a time of crisis any eagerness to 
improve our scientific manpower situation does not lead to emphasis upon sheer 
numbers. Although it is significant for the accomplishment of the many tasks 
now confronting science in this age of technology that adequate numbers of 
scientifically competent persons be available, it is also equally vital that the 
intellectual leadership necessary for new discovery and application is not 
neglected. 

Second, the training of a scientist is a complex process involving an extended 
period of time. Our success in training scientists is to a considerable extent 
dependent upon our success in motivating a higher percentage of our more able 
youth to select science as a career; the effectiveness of our science teachers as 
well as the quality of science courses they offer; and assurance that the financial 
means exists for the student to continue the educational process to the full limit 
of his innate ability. 

During the course of developing and expanding programs in support of science 
education, the Foundation has taken these considerations into account. We have 
developed and supported training institutes for teachers; supported fellowships 
for college science faculty: and devised other programs for improving the train- 
ing of our science teachers. We have developed and supported programs to 
improve the quality of course content and instructional material. We have 
provided advanced training for a significant percentage of our talented youth 
who have already selected science as a career through the fellowship program, 
and for the future supply by programs aimed at encouragement of able students 
to become scientists. We have attempted to provide new and fresh approaches 
to science education through various special programs such as traveling science 
demonstration lecturers, visiting scientists, and traveling science libraries. 

Most of these programs have been developed on a gradual basis, and have 
proven capable of ready and rapid expansion to meet the Nation’s requirements 
for more and better scientists. For example, only 3 years ago the Foundation’s 
institutes program for training science teachers was an unproven program—this 
year the House has concurred in our request and recommended $32 million for 
this program. However, we are more than ever realizing that the situation we 
face may not permit the leisurely development of new approaches to science edu- 
eation and their gradual testing. We must experiment with a variety of new 
methods, and on a scale that will permit the more rapid evaluation of results. 

This year the Foundation requested approximately $27,600,000 for a series of 
new programs in science education providing a broad attack on all of the prob- 
lem areas I have discussed : 

First, in the area of teacher training new programs are proposed that would 
provide supplementary training for about 13,000 science teachers. These include 
such programs as summer fellowships for secondary school teachers, summer 
institutes for technical school faculty and elementary school supervisors, and 
summer laboratory training for high school and college teachers. 

Second, urgently needed improvement of science course content on a broader 
scale would be secured by a comprehensive restudy and rewriting of science 
eurriculums at the undergraduate and elementary school levels. These cur- 
riculums revisions would be complementary to the program now underway and 
planned at the secondary school level. 

Third, stimulating new approaches to science education would assist in pro- 
viding for our future supply of creative scientists. These include summer study 
for college teaching assistants; special undergraduate summer laboratory train- 
ing; specially prepared course work and training for gifted undergraduate sci- 
ence students; provision of enriched curriculums to outstanding secondary school 
seience students by utilizing the resources of nearby university staffs; and a 
program of special training grants to the smaller universities to enable them to 
award fellowships to outstanding graduate students on their own campuses and 
at the same time improve the quality of their own graduate departments. 

An additional new program was also proposed that would ultimately con- 
tribute to improvement in all aspects of science education. The proposed inter- 
national science education program would provide opportunities for American 
educators and scientists to engage in cooperative science education activities with 
their colleagues in other nations by means of conferences, research training on 
an exchange basis, special institutes on an exchange basis, and the like. Not 
only would this program be of benefit to us, it would also assist many of this 
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Nation’s friendly neighbors in the free world to improve and modernize their 
science education systems. 

The House proposed that the amount of $27,600,000 requested for these pro- 
grams—which would affect upward of 20,000 science students and teachers— 
be reduced to $8 million. No specific programs were reduced, as the committee 
stated in its report: “ * * * the $8 million which it has included in the bill in 
excess of the sum provided for old programs be wisely distributed for develop- 
ment of only the most promising new programs, and if after further study they 
are of doubtful value they should not be started.” 

I fully appreciate the concern of the House regarding the wisdom of develop- 
ing a variety of new programs on an operational basis. However, I think the 
urgency of the need for prompt and effective action to augment our supply of 
skilled scientists and engineers now and in the future demands that we expand 
the scope of our efforts considerably. New approaches must be developed, and 
rapidly. If we are to succeed we must supply to new approaches to scientific 
manpower training the same vision, courage, and support that have contributed 
to making the once-experimental institutes program a success. Therefore, I urge 
the committee to consider restoration of the full amount requested for these new 
and experimental approaches to science education. 


TRAVEL LIMITATION 


In view of the size of the overall estimates for the Foundation and the size 
of the individual programs we have been discussing, it may appear at first that 
the problems created by a House reduction of $50,000 in a travel limitation may 
be minor. However, it should be pointed out that House action reduced our re- 
quest for travel in fiscal year 1959 by 15 percent—from $325,000 to $275,000. 
The amount requested for 1959 does represent a substantial increase over the 
present amount available. However, this increase is requested for necessary 
travel in connection with program development and operation under a proposed 
total appropriation of 24% times the size of our present appropriation. Not all 
of the amount is for travel of the Foundation’s staff—about 45 percent is for 
travel of the National Science Board, the 3 statutory divisional advisory com- 
mittees, and 26 advisory panels anticipated to meet during fiscal year 1959. These 
groups are composed of outstanding scientists who advise the Foundation in 
program development and review. As the Foundation operates on a nationwide 
basis without field installations, and must plan on administration of an appro- 
priation that will be in excess of $100 million, adequate funds for travel of these 
advisory groups and of permanent staff are vital to the success of the Founda- 
tion’s program. Therefore, I request that the committee consider restoration 
of our proposed travel limitation to the amount of $325,000 requested. 

In conclusion, I should like to observe that the Foundation will, if funds are 
provided this year at the level of the estimate, be in a position to provide 
significant support to basic research, to support needed research facilities, to im- 
prove means for making research results available, and to support of means for 
meeting the national need for additional scientific manpower. 

In these areas the Foundation does not feel that it is necessary or desirable 
that the Federal Government should assume the entire burden of basic prob- 
lems which are also the responsibility of our schools, our business and industrial 
enterprises, and, in the final analysis, ourselves as citizens. However, in the 
immediately critical areas—particularly in connection with scientific and engi- 
neering manpower—the Federal Government must assume the initiative in pro- 
viding methods for grappling with a problem of national importance. It is hoped 
that as the means we propose become increasingly successful, or lead to other 
means, that it will be possible for other sources to participate in providing as- 
sistance to our Nation’s scientific and engineering manpower needs. We hope 
that greater local support will be generated in meeting related problems in 
science education, such aS more adequate salary levels for teachers and the im- 
provement of educational facilities. 

We do not hold out the illusory hope that money alone is sufficient to solve our 
scientific educational and research requirements. All we can do is plan, to the 
best of our ability, for encouraging the conditions that will lead to the education 
of more and better scientists and the acceleration of research discoveries that 


will together contribute to the welfare and prosperity, not only of this Nation, 
but of the entire world as well. 


25300—58—pt. 1——20 
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ESTIMATE AND HOUSE ACTION 


Senator Magnuson. We shall be glad to hear from you. 

Dr. Waterman. Thank you, Mr. Chairman. If I may I should like 
to have a statement placed in the record, and I will speak to the high- 
lights of this. 

On my left I have Dr. Bronk of our Board and with me the heads 
of the divisions and offices of the Foundation who can answer specif- 
ically uny items that come within their territory. 

Senator Magnuson. Doctor, for the purpose of the record, your 
appropriations in 1958 were $48,750,000. Your budget estimate for 
fiscal 1959 is $140 million and the House recommended $115 million, 
which is $66 million over your 1958 budget but $25 million under the 
budget estimate. 

Dr. Waterman. Yes, sir. The House reduced the request of $140 
million to $115 million, a reduction of $25 million. 

I would like to call your particular attention to the fact that we 
have given this budget of ours special attention. We feel that it is 
particularly needed because really this is a special year in the sense of 
developments that have made the public acutely aware of the need for 
furthering our national progress in science. As developments occur 
in science throughout the world it is quite clear that the United States 
must really do its utmost to develop scientists who are fully trained, 
to develop research which causes science to progress in a way that will 
produce ideas for us to carry out for the defense and for the economy 
and in the process to make very certain that we do this thoroughly 
and that we are determined to do it. 


WORK OF FOUNDATION 


These are difficult questions to handle and they need a great deal 
of care and study. 

Now, in the work and planning of the Foundation’s programs, we 
have the benefit of the three statutory divisional committees, experts 
in their field throughout the country who advise us with respect to the 
balance of our program and the fundamental policies involved and 
these matters are all discussed fully with our National Science Board 
that is established to deal with policy questions. 

Roughly, I would like to give you in very brief form what seems 
to me is the most important things for the country to do, and the most 
important things for the Foundation to do, considering its mission. 
For both our emphasis should be on quality. 


CHARACTER OF SCIENTIFIC TRAINING NEEDED 


First of all, we want quality in native ability. Asa nation we have 
this in abundance but we must identify these young people and give 
them every encouragement and opportunity to develop their talents, 
whatever these may be, for their own future and that of our society. 
This is critical for science for two reasons: 

The first is that science is absolutely necessary to national defense 
and defense is an even more urgent thing as we enter the space age. 

The second reason is because we have fallen behind in our training 
and education in science. This is partly due to the increased de- 





INDEPENDENT OFFICES APPROPRIATIONS, 1959 305 


mand for scientists and engineers and the difficulty in securing 
teachers. 

Secondly, we need quality in training. We must insist upon that. 
This means superior teaching and superior teachers together with 
the equipment and materials that they must have. 

Finally, we must have quality of performance in science and tech- 
nology. This means that we must push forward on the frontiers 
of science with all the vigor at our command and this in turn means 
full support to our competent basic research scientists and engineers 
for their needs. This includes especially the construction of costly 
capital installations such as those required in nuclear physics, astrono- 
my, and the exploration of outer space. These goals seem to me very 
clear. 

Above all, we must have the determination to achieve them and this 
will not be easy. In this effort every organization, every citizen, every 
parent must realize their responsibility and play an active role. 

Our difficulty is to achieve this promptly. We can do these things 
over a period of time but we do not have the time. 

Now, with these matters in mind, the Foundation has presented 
what it believes to be a balanced budget request. We have provided 
for what we believe is the minimum required for sound programs in 
basic research, the training of scientific manpower and for providing 
research facilities and equipment to assure further progress in science. 


EFFECTS OF HOUSE ACTION 


Coming back now to the action taken by the House, I would first like 
to say that we are very appreciative of the action of the House in 
increasing our budget to $115 million. That is primarily for the en- 
couragement of programs we now have. This we fully appreciate. 

The only difficulty is that in reducing the amounts on the other 
items, we believe this will destroy the balance we have attempted to 
establish. 

In the appropriation of $115 million recommended by the House for 
the Foundation for 1959, $107 million was for the expansion of old 
programs and only $8 million for the initiation of new programs. 
The House effected reductions in two vitally important areas, first by 
elimination of urgently needed facilities and equipment for research, 
second by the elimination of new programs directed toward improving 
our national science teaching and instruction. In addition, funds 
requested for the necessary travel of the Foundation staff and its 
advisory groups in connection with supervising new and augmented 
programs were reduced. I am requesting that these funds be re- 
stored. Specifically in the basic research facilities items, and I mean 
by that large and costly instruments together with the installations 
required, the House committee recommended elimination of all the 
facility items but 2, and these 2 were reduced below the amount re- 
quested. Three of the items were related to the science of astronomy. 
Funds were eliminated for the solar telescope on Kitt Peak. 

Senator Maenuson. I think maybe your statement on page 5, where 
we are dealing with specific items, you ought to read to the committee 
because then we will understand more specifically what will be elimi- 
nated if the House figures stand. 
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QUESTION OF PROVIDING FACILITIES 


Senator E.tenper. Dr. Waterman, before you proceed to that, I 
thought that the function of your organization was more adminis- 
trative. I thought its purpose was to get various schools to provide 
money to get more scientific equipment and to encourage students to 
study more science. Now you speak of erecting certain facilities like 
the one you just started, the Southern Hemisphere astrograph. Who 
is going to operate that facility ? 

Dr. WaTerRMAN. We do this by contract. We are not allowed in our 
act to operate research laboratories. 

Senator Exxenper. I recall it very well. I was a member on the 
committee that formulated the first act. 

Dr. WarerMAN. We only support these provided the scientists come 
to us and say they have a great need for a research instrument. 

Senator ELtenper. What science? What are they connected with ? 

Dr. Waterman. In this case the astronomers of the country, very 
often through their astronomical society, come to us and say, “For the 
best interest of astronomy the country needs to have a new solar tele- 
scope and an astrograph in the Southern Hemisphere.” 

When that happens, we immediately appoint a panel to look into 
these needs to find out how real they are. e then compare them with 
other needs. 

When this has been settled, if we believe this to be important, we 
ask for funds for the purpose and make a contract either with some 
existing agency 

Senator ELtenver. Or a society? 

Dr. Waterman. It could be a society ; yes, sir. 

Senator Exienper. Do you look at the existing facilities before 
you make a determination ? 

Dr. WaTerRMAN. Yes; indeed. 

Senator Extenver. I understand that we in this country have some 
of the best; have we not? 

Dr. Waterman. We do. 

Senator E.ttenver. I mean facilities. 

Dr. WATERMAN. Yes; we do. 

Senator Eitenper. What about those facilities, then? Why could 
they not be used rather than building new ones? 





NEED FOR MODERN FACILITIES 


Dr. Waterman. They are being used to capacity right now. The 
reason why we need an astronomical telescope of modern design, for 
example, which is already going forward, is because there are new 
techniques in astronomy which are really quite sensational. These 
are electronic devices which can magnify a faint image, for example, 
to the point where one can see details that have never been seen before. 

This happens in a large variety of types of observations that can 
be made and the astronomers considered that rather than try to reno- 
vate the existing telescopes throughout the country it would be far 
better to establish a modern facility which has these techniques. 

Senator E.tenper. Would you not be providing facilities here for 
a private institution more or less? 
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FORMATION OF MANAGEMENT CORPORATION 


Dr. WatTerMAN. These are truly national. This one will be the only 
one of its kind. Seven universities, I think it is, have formed a cor- 
poration to manage this and they have appointed a director. 

Senator ELLtenper. When was that done? 

Dr. WatTerMAN. That was done before we made the contract. 

Senator E.ttenper. Did that give rise to your request for money? 

Dr. Waterman. Yes. it did, sir; and we did get the money for that. 

Senator ELtenper. Who fostered this organization, the creation of 
this corporation ? 

Dr. Waterman. The astronomers and the interested universities 
formed this, themselves, and then came to us and said they would be 
prepared to construct and operate the facility. 

Senator E.tenver. How are these astronomers employed? For 
whom do they work at the moment? 

Dr. Waterman. Their own universities. This observatory will be 
available to any astronomers from any university of the country. 
They know what this program will be and all they have to do is apply 
for time to be spent there. The director, of course. will appoint a 
special staff of his own who are expert in the kind of techniques and 
instrumentalities that the observatory has. So this will be a truly 
national research facility. 

Senator Magnuson. Rh the results go to everyone? 

Dr. WATERMAN. Yes, indeed. 

Senator Maenvuson. And they are all salaried people for nonprofit 
institutions? 

Dr. Waterman. That is correct. 


OBSERVATORY IN ARIZONA 


Senator Etienper. Is that the one you contemplate erecting some- 
where in Arizona? 


Dr. WATERMAN. Yes. 
Senator E..enper. I was wondering if that was a separate one. 
Dr. Waterman. The contract has been made for this but the funds, 


the additional funds, in the amount of $300,000 I believe, were cut 
out. 


ALLOWANCE FOR FELLOWSHIPS 


Senator Enxrenper. Did the House allow you all you requested 
for fellowships? 

Dr. Waterman. Yes. they did. 

Senator Exttenver. This will not in any manner conflict with sug- 
gestions now being advocated for an expansion of scholarships 
throughout the country ? 

Dr. Waterman. No, sir. 

Senator Etienver. I noticed in yesterday’s paper where somebody 
suggested 40,000 scholarships. 

Dr. WATERMAN. Yes. 

Senator Ettenper. What part will you play as to that program 
should it be enacted ? 

Dr. Waterman. None. We have no scholarships planned. That 
is in the Office of Education. 





EEO OEE EEE EEE 








308 INDEPENDENT OFFICES APPROPRIATIONS, 1959 


Senator Magnuson. Over a period of time every year we have ex- 
panded our so-called fellowship programs but it has been in some- 
what of a modest way until the last 2 years and this year the budget 
request was up higher due to the general conditions. 


NEW SCHOLARSHIP PROGRAM 


Senator ELienper. I presume that, should the scholarship program 
go through, your aren will fit into the overall picture by provid- 
ing more teachers § 

Dr. Waterman. Yes, we are doing a great deal toward encourag- 
ing the teaching of science as well as awarding fellowships to science 
graduates and postgraduates. 

Senator Magnuson. It has been suggested that the scholarship pro- 
gram, as to which there were several suggestions and I guess there 
are 15 or 20 bills in, that it might be administered by the Science 
Foundation in that your basic authority might be broad enough to 
do it, but as of now we are only concerned with the fellowship pro- 
gram which has been enlarged and substantially made a little larger 
for the coming year but as yet it depends on where they want to put 
the administration of the scholarship program. It has been suggested 
that it come to the Science Foundation possibly but I think sugges- 
tions from the administration itself are that it would go in the De- 
partment of Education. 

Dr. Waterman. Yes. There is another factor in that the present 
scholarship bill which would be handled by the Office of Education 
would provide for all subjects, not only science. 

Senator ELtenper. A moment ago you emphasized that this is the 
ac to make this start. Do you contemplate that more money will 

necessary as time goes on than you are now requesting ? 

Dr. Waterman. If we continue just the type of thing we are now 
doing, we would not expect this to grow a great deal more—— 

Senator Exitenper. Then this program would be an exception since 
they usually grow like Topsy. 

Dr. Waterman. Yes, of course, it is true that we are not giving 
support to as many competent basic research scientists as we should 
by quite a bit right now. That, however, comes to a stop when you are 
supporting all those who are really competent. 


BUDGET ALLOWANCE 


Senator ELtenprer. Assuming that this committee were to recom- 
mend the $140 million which was, I presume, all you asked for—— 

Senator Maenuson. That is all the budget gave. 

Senator Eiienper. I know that, but I do not suppose they refused 
you any. You got all you asked for, did you not? Did you ask for 
more than $140 million ? 

Dr. Waterman. This went through a complicated procedure at the 
time. We got more than we asked for with respect to the training side; 
that is, that part of our program was increased in the President’s 
budget. 

Senator ELtenper. What was your original budget request, Doctor ? 
~~ could you break it’down ‘for us and why was it increased to $140 
million ? 
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Dr. WarerMAN. The reason I cannot give you a definite answer is 
because of what we did in the training side. First we put in for a 
lesser amount. This was discussed between us, the Office of Education, 
and the White House. The figure that eventually came out in that 
area was more than we had initially asked for. 

Mr. Surrrarp. The initial submission to the House was the $140 
million. In the presentation to the Budget Bureau this year, our 
budget went through a most unusual process. 

Senator E:tenper. I imagined sputnik had a lot to do with it. 
Everybody has had to get into a crash program because of sputnik. 

Mr. Sueprarp. Our requirements were still in this $140 million 
range. There were informal discussions of figures up to $341 million, 
with the Bureau of the Budget as I recall. That figure included such 
things as the scholarship program that has been discussed this morn- 
ing. It was during these negotiations with the Bureau of the Budget, 
and the other agencies that had an interest in these areas, that it was 
reduced. 

Senator ELtteNper. What was the first figure you requested ? 

Mr. Suerrarp. $147 million was our formal submission. 

Senator Ettenper. Was that before sputnik ? 

Mr. SuHerrparp. No, sir. 

Senator Ettenper. $147 million ? 

Mr. SuHepparp. Yes, sir. 

Senator E.tenper. And you were allowed $140 million. 

There seems to be a little disagreement among you. 

Dr. Waterman. I believe that is correct. That was our first 
request. 

Senator ELtenpver. Is that correct, $147 million ? 

Mr. Suerparp. Yes. 

Senator ELLenper. Why did you not say you did not ask at first 
for as much as the House allowed you ? 

Dr. WaterMAN. This was only on the training program. 

Senator Evtenper. If the House increased the amount they must 
have been satisfied as to your purpose. 


HOUSE ATTITUDE ON TEACHER TRAINING 


Mr. Suerrarv. The House has traditionally put more money into 
the Institute programs for high-school-teacher training. Beginning 
last year, I believe it was, the House looked with great favor on this 
program and they have put a limitation in the appropriations bill 
that we must spend at least as much as $9.5 million for high school 
teacher training. This year the amount is the same as we requested 
but it was an increase over the previous year. Again we have a limita- 
tion in the bill, I think it is $30 million this year, that is to be spent 
for science teacher training. 

Senator ELtenper. Assuming that the Senate would provide the 
$140 million that you are now requesting, to what extent in your 
opinion would that be increased next year ? 

I think some of us would like to know about where we are going 
with these programs. I, for one, do not believe in crash programs 
for.education because I think we waste a lot of money. 

Dr. WaTEeRMAN. We are aware of that. What T want to say about 
the program is that it is characterized by selectivity. The program 
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for science teachers works extremely well. They get together for 6 
or 8 weeks and they consider how best to teach the subject. We have 
some research men and women who are quite articulate about what the 
subject is doing in the modern sense. This has been very effective in- 
deed. At the same time there are more applicants than we can support. 

Senator Eitenpver. Is that done through summer courses ? 

Dr. Waterman. It really amounts to a conference held by a college 
or university as host to 30 or 50 teachers. 


WORK WITH STATES 


Senator Macnuson. In some cases the States have requested the 
Science Foundation to go into this field even to the extent of revising 
the curriculum in high schools but you only do that upon request. 

Dr. Waterman. That is right. 

Senator Macnuson. You do not interfere unless they ask you to 
interfere ? 

Dr. WaterMAN. No; we do not interfere. You see, this character- 
izes our program. We get the requests. These we analyze and we 
select the best ones. So our program continues to be selective. We 
would not contemplate a very radical increase. If we can do the new 
things which we are asking for here, if they are successful in the 
same sense as the summer institutes, we would want to enlarge them. 
That depends then on how well they work out. 


HOUSE INCREASE FOR TRAINING 


Senator Magnuson. For the purpose of the record, the estimate 
was $9,500,000. The House added a proviso, making it $30,250,000 
to be available for tuition, grants, and allowances in connection with 
the program of supplementary training for high school science and 
mathematics teachers. The House added that amount. 

Dr. WaterMAN. We requested that amount, but the House has ear- 
marked the funds for the training of high school science teachers. In 
previous years the House has given us more for these programs than 
we requested. 

IMPROVEMENT IN TEACHING METHODS 


Senator Ettenper. Doctor, in your approach to devising new ways 
and means of teaching science in schools, have you a regular formula 
that is applicable all over the country or do you devise it as applicable 
to a locality ? 

Dr. Waterman. We do not use a formula, in particular in the im- 
provement of the teaching courses. One thing we are doing now is 
aimed at improving the content of the course material. For example, 
in physics we have supported a group of physicists, among them the 
top physicists in the country, to look at elementary books on physics 
and to discover how we can bring them up to date. The result is: the 
leading physicists in the country have brought in selected teachers 
known to be especially competent in this field and they have actually 
written a new text which is being tried out now at our summer in- 
stitutes and a half dozen schools so as to be sure it is workable. We are 
having the same kind of interest spring up in connection with mathe- 
matics and biology. So when we get through, you see, we will have 
material which is available to the schools. 
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Senator Ettenper. Is your work relegated solely to science? 

Dr. WaterRMAN. Solely to science. 

Senator Errenver. No languages? 

Dr. Waterman. We have an important program now in translating 
science articles and journals from the Russian but only in connection 
with science. 

Senator Ertenper. I meant teaching foreign languages in schools. 
In my humble judgment, that may be necessary to “study certain re- 
search in scientific fields. 

Dr. WaterMAN. Weare advocating this. 

Dr. Bronx. I think some of the techniques that are being developed 
for science are going to be applicable to other fields, the use of tele- 
vision and all sorts of activated programs of instruction for example. 

Dr. Waterman. Moving pictures, and teaching aids which will 
assist teachers so that there will be a better understanding in the 
specific subject. 

SECONDARY AND HIGH SCHOOL DEFICIENCIES 


Senator Ettenper. As I have been pointing out over the last 3 or 4 
years and particularly since my most recent visit to Russia, we are 
woefully deficient in our secondary schools and high schools. Instead 
of having so many selective courses, with the option of studies left to 
the students, we ought to have more prescribed courses. Today’s 
students all aim for the easiest way out and I do not know of a better 
thing that this foundation could do than to help to reestablish sec- 
ondary school system. It is then that we should give our students the 
proper training because it is from there that you get your scientists. 

Dr. Bronx. I think one very important thing that the Foundation 
has done is to arouse the awareness of college and university teachers 
regarding their responsibility for the quality of instructions in high 
schools. For instance, Joe Marsh, your friend from Tulane, and a 
group of us met several weeks ago to see how we could draw in college 
teachers in the preparation of good techniques to be used in science in 
the high schools. 


Senator Etitenper. But I say we have to start with the secondary 
schools. 

Dr. Waterman. One of the effects of this budget reduction is to 
limit us to $8 million for new programs of this type and for which 
we had planned to devote $27 million. So that was the nature of the 
reduction here. 

The House has been very enthusiastic about our existing programs 
but has limited the new ones in that way. 

Senator Macenvson. It is very seldom that the House will give an 


increase in one program such as they did in this one unless they did 
have some enthusiasm about it. 
Dr. WATERMAN. Yes. 


SPREAD OF FELLOWSHIP GRANTS 


Senator Maanuson. While we are on that subject of teaching, when 
I was home this week I had a meeting with several of the scientists 
out in onr area who are from Oregon State, Fulham, and the univer- 
sity. They were very enthusiastic, of course, about the work that 
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the Foundation does. They did have one suggestion and I think we 
ought to put this in the record. 

I have a letter here from the fellow who sort of acted as the chair- 
man, Mr. Stacey, a chemist at Washington State. He was a delegate 
to the American Chemical Society, I believe, who just had a con- 
vention. They were a little bit critical of the lack of spread of these 
fellowship grants to encourage teaching in the small schools through- 
out the country because by the very nature of things, a lot of these 
grants, some 85 percent of them, have gone to 6 schools or some such 
figure as that or the amount. Whatever it is, the record can be cor- 
rected as to the amount. But there has been a concentration in cer- 
tain schools rather than a spread throughout the country to the 
smaller schools which in effect will encourage these people to be teach- 
ers, create the small college atmosphere of the profession of teaching. 

I think maybe in your planning that ought to be looked at to get a 
little better spread because they say if they get a man—let us take 
Washington State or Oregon State—that instead of going into some 
kind of professional research or getting into a project in a big uni- 
versity, such as MIT and those places, that you naturally have to do 
some of the work because of the physical layout; that, if this fellow 
will go to the small college town and get into this, the whole atmos- 
phere might encourage him to become a teacher of science, mathe- 
matics, physics, those subjects in which they feel he is greatly needed. 

Now, I think you can be criticized a little—not criticized, but I think 
you have to watch that trend because, basically, we cannot get all of 
these things done unless we have someone who says “Despite the pay 
and despite the fact I could do better someplace else, I would like to 
teach in this atmosphere; I like to live this kind of life.” 

I would like to encourage that. They felt that we ought to direct 
ourselves a little more toward that. I think maybe they are correct. 

Dr. WarerMAN. Yes. We have been well aware of it. In fact, 
that is what one of our new programs has been directed to, right 
straight to this point, one whereby institutions may nominate candi- 
dates for national fellowships. If awarded a fellowship, they must 
hold it at the university that nominates them. 

Senator Magnuson. This isn’t speaking of that little group of 
schools, but about the whole picture ? 

Dr. Waterman. Yes. 


LARGE PERCENTAGE OF GRANTS TO LARGE SCHOOLS 


Senator Maenuson. And it is true that a great amount of money, a 
big percentage of the money when you people started out, did go to 
very few schools, the larger schools; and there might be a little geo- 
graphic consideration in there, too. They are always east of the Mis- 
sissippi River. I don’t know why. 

Dr. Bronk. Except California. 

Senator Maenuson. Yes; except California. 

But I do think it would encourage more people to go into teaching, 
into the teaching end, when you get them into smaller schools, say 
with smalltown college or university environment. 

Dr. Bronx. Of course, Reed is a perfect example. 

Senator Macnuson. Reed is a perfect example. 
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Dr. Bronx. Reed helps the people out. 

Senator Magnuson. Reed isa very good example. 

Dr. WarerMAN. Itis. By the way, in the category of new programs, 
for which we are limited to $8 million by the House, is one in which 
when a fellow goes to an institution, he may be given teaching train- 


ing as well as studyi ing, and that may bear on the point of who goes 
into teaching. 


Senator Macnuson. Stacy says: 


that obviously new policies are badly needed if this program is to strengthen 
science throughout the country, rather than tending.to favor a few institutions. 
We are sure that that program was never intended to do the latter. 
I think probably that is right. That is why these new programs are 
very important here. 
Dr. WaterMAN. Yes. 
NEW PROGRAM NEEDED 


Senator Magnuson. To get this sort of thing done, you are going 
to have to go into a new program. 

Dr. Waterman. We felt the right way to handle it was to start a 
new program aimed in the direction of wider coverage. In our regular 
fellowship program, we are limited by law to choosing the people on 
the basis of ability only, and they must be permitted to go to the 
university of their choice. That is a good American custom, too, but 
if we can get a new program directed at this particular matter raised 
by Dr. Stacey of seeing that there is a wider distribution of fellowship 
assistance to the universities, that would be very helpful. 


WORK WITH TEACHER-TRAINING INSTITUTIONS 


Senator ELtitenper. Doctor, in your training of teachers, to what 
extent do you take cognizance of the fact that throughout this country, 
you have a lot of schools that devote their entire time to preparing 
teachers? For instance, we have State normal schools, that do nothing 
else but prepare the teachers. It strikes me that in your effort to get 
more and better teachers, you ought to give more weight to those 
schools where their work is devoted entirely to teacher training. 

Dr. Waterman. Dr. Dees, of our Scientific Personnel and Education 
Division, can talk to that point, if you would like. 

Senator Exienper. I am not, by this, putting in a plug for the 
State of Louisiana normal schools. Do not misunderstand me, be- 

cause there are schools of that type all over the Nation. 

Dr. Drs. The point you were making a few moments ago, Senator 
Ellender, the business of concentrating on the little schools, is one 
thing we have had clearly in mind. “On the last point, however, 
the statistics show that only about 20 percent of the high school teach- 
ers come from the teacher-training institutions; 80 percent come from 
liberal arts colleges, the universities. The baccalaureate graduates, in 
other words, that while going to the baccalaureate degree also pre- 
pare to teach in the high schools. 

Senator E.tenper. It may be then that you have fewer schools 
that devote all of their time to training teachers? 

Dr. Drees. That is true. 
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Now, the second point that I wanted to make is that in our summer 
institutes’ programs, particularly, we do have grants in quite a few 
of the teacher-training institutions as such. We also have grants, 
however, at the universities and liberal arts colleges to do this same 
kind of job. 

The major point, in this general connection, rather than the up- 
grading of the teachers, which is a very important part of the summer 
institute’s program, is the fact that we see developing from this 
program a number of new approaches to teacher training, not only 
at the inservice level, the people who are already in teaching, but, as is 
natural in this sort of thing, it is reflected back into the preservice 
teacher training as well. 

Senator Macnuson. The Director of the Institute there at Washing- 
ton State shows what this program can do. It says here: 

For this summer we received a grant of $63,000, which is providing advance 
study support for 50 graduate students, 31 from the State of Washington, and 
12 from the Northwest States. The Foundation grant has enabled us to greatly 
expand the effectiveness of the special science program we have had under way 


for two summers. As a result, we hope to substantially increase the well-trained 
science teachers in the State. 


then they go on, and this for you people, and say : 


In selecting participants for our summer institute, we have precedence to 
those students that seemed genuine interest in continuing their work toward 
a master’s degree. We reason if we get teachers to start a program of study 
which would lead into a 3-year period of summer study towards a master’s de- 
gree, then the National Science Foundation money would be invested very 


wisely. 
then he sends a list of people up. But that is a good example of 
what you can do when you get it started. 


TEACHERS REMAINING IN SCHOOL 


Senator E.tenper. Doctor, do you find that those who receive this 
training go on to teach at the same schools? 

Dr. WATERMAN. Yes; they do. 

Senator ELtenper. Have you any way by which that could actually 
be accomplished ? 

Dr. WaterMAN. We do not have a requirement as to this, but they 
are quite enthusiastic about going back to their own school, and the 
principals and those in charge of their departments are very en- 
thusiastic about their training. We have had very enthusiastic let- 
ters about improvement in their teaching upon their returning. So 
it is setting a very good example, too. 

Senator Macnvson. I will give this correspondence to you instead 
of cluttering the record, because it is a good example of what you can 
do, what they would like to do, and what they feel very deeply about. 

Let us go on now. unless you have some further questions? 

Senator Dirrxsen. No. 

Let us take up these items on page 5, one by one. 


SOUTHERN HEMISPHERE ASTROGRAPH 


You say. as to “Southern Hemisphere astrograph”—the amount 
of $1,.200.000 was requested for the construction and placement of 


an astrograph—special telescope for mapping star positions—at a 
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location in the Southern Hemisphere. This item was specifically 
eliminated by the House. 

You go on to say that you are trying to do in the Southern Hem- 
isphere what is now being done in the Northern Hemisphere. The 
task will take a minimum of 20 years to accomplish, and without the 
Southern Hemisphere astrograph, our knowledge of star positions 
and motions will be limited to only the northern half of the universe 
that can be studied with the present instrument at the Lick 
Observatory. 

Dr. Waterman. That is correct; yes, sir. 

Senator Magnuson. That will be under contract? 

Dr. Waterman. That will be under contract. 

Senator Maenuson. By this combination of schools? 

Dr. Waterman. In this case, it will be handled by Yale University, 
which already has an observatory in Australia. 


SOLAR RESEARCH TELESCOPE IN ARIZONA 


Senator Maanuson. Then, the next item is the “Solar research 
telescope.” 

You requested that $5 million be made available for the construc- 
tion of a solar research telescope of advanced design. The House dis- 
allowed it, and this telescope is considered by many prominent astron- 
omers to be important to the advance of solar astronomy. 

Dr. WaterMAN. The relationship of the sun—the greatest source of 
energy available to man—to many terrestrial phenomena, is still un- 
known. The instrument will be located at Kitt Peak, Ariz., the site 
of the optical astronomy observatory, where “seeing” conditions are 
unusually good. The proposed instrument would be capable of pro- 
ducing an image of the sun twice as large as that produced by the 
Mount Wilson telescope, and would remain a valuable research tool 
for years to come. 

Senator Maenuson. The Senator from Louisiana makes the point 
as to why should we have a new one at Kitt Peak, Ariz., if it is pos- 
sible to enlarge the one at Mount Wilson. There must be a sound 
reason for having two separate ones. 

Dr. Waterman. This is explicitly a solar telescope, and the con- 
struction of a new solar telescope has certain implications. 

For instance, in order to see the sun accurately you have to have a 
very large image. This telescope would produce an image twice as 
large as the best we now have. Since it is not feasible to enlarge the 
one we have, we have to build another. 

Since we have already determined Kitt Peak has the best “seeing” 
conditions in the country, we feel that it would be desirable to put it 
there, adjacent to our optical astronomy observatory already under 
construction. 


Senator Ettenper. What would have to be done with the one at 
Mount Wilson? 

Dr. Waterman. They have a regular astronomical observatory, 
have had it for years. They happen to have “seeing” conditions which 
are wetting worse every year, for a reason we all know—that is, in 


the Los Angeles area. 


CONDITIONS FOR PROPER OBSERVATION 


oon Haypen. Would the visibility affect the location of the 
site 
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Dr. WarerMan. Visibility is the one big requirement in this par- 
ticular case, and we had to make a very careful site survey to assure 
that we got it established in the most desirable place. 

Senator Haypen. Low humidity and very little rainfall. 

Dr. WaterMAN. Very little rainfall and little dust or industrial 
smoke in the area, minimum clouds, and conditions which are fairly 
constant with respect to fluctuations in the atmosphere. All of those 
things the astronomers call “seeing” conditions. We find that we need 
those conditions to get the best research. 


NATIONAL RapDIo ASTRONOMY OBSERVATORY 


Senator Magnuson. Your next item, you requested $400,000 for 
operating costs of the National Radio Astronomy Observatory located 
at Green Bank, W. Va. This amount was reduced by House action to 
$350,000, cutting $50,000 out. Why did they do that? How would 
that jeopardize the project ¢ 

Dr. WaterMAN. Well, since the original amount was allocated for 
the purpose of construction, there have been a number of things come 
up that are quite important. Among them is an observational pro- 
gram which will be started this summer with the erection of an 85- 
foot radio telescope. It is the prompt erection of that 85-foot radio 
telescope and the need for starting a research program that makes it 
of the utmost importance to have the funds to operate the facility even 
though the 140-foot telescope will not be available for some time. 
Mr. Luton can give you the other side of the research. 

Mr. Luton. Mr. Chairman, all of this money is for operating ex- 
penses for the radio astronomy facility for 1959 which covers ad- 
ministration, salaries, and supplies and materials, and communica- 
tions, travel, and other items coming under “Operating expenses.” 

The 85-foot radio telescope will be in operation this summer, and 
therefore there is a need for staffing, so they can operate the facility. 
Up until this time it has been more or less in the construction phase. 


NUCLEAR RESEARCH REACTORS AND ELECTRONIC COMPUTERS 


Senator Macnuson. In your next item you ask for $3,500,000 to 
provide nuclear research reaetors and electronic computers to uni- 
versities on a regional basis. 

The House cut that out ? 

Dr. WATERMAN. Yes. 

Senator Macnuson. The purpose of that is to give to certain uni- 
versities that have the available facilities and the manpower, these 
nuclear research reactors and electronic computers, to go into the 
whole field of basic research on fundamental properties of matter: 
then, further, the computers also have a further importance, in that 
they can shorten the time required to carry out the basic research 
studies; is that not correct. 

Dr. Waterman. Computers are valuable to many of the university 
departments, in that sense, in that they shorten the time of very 
complicated jobs. 

One of the difficulties, Mr. Chairman, in the computing situation at 
the universities up to now has been the Department of Defense and 
the industrial firms have been the ones to provide these computers, 
and they demand a certain amount of time with the computers. What 
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we are trying to do is to provide computers that will be free to the 
university departments for their research people so they can take 
full advantage of them. 


LETTER FROM DR. CARMICHAEL 


Senator Magnuson. We will put in the record at this point a let- 
ter from Dr. Carmichael of the University of North Carolina, who 
feels very keenly about this program, and also the list, which is a big 
spread, covering throughout the country, the universities that have 


made applications that are in the process of planning, and some, the 
preliminary planning stage. 


(The letter referred to follows :) 


THE UNIVERSITY OF NORTH CAROLINA, 


Chapel Hill, April 26, 1958. 
Senator WARREN G. MAGNUSON, 


Senate Office Building, Washington, D. C. 

Dear SENATOR MAGNUSON: You were most gracious to Mr. Friday and me this 
week, and we are grateful. 

I talked again with the National Science Foundation people, and I believe 
everything is in order. They have requested that the Senate amend the House 
version of the appropriation bill to provide for the $10,300,000 facilities grants, 
including $500,000 toward the University of North Carolina’s computer project 
and $300,000 to the State College of Washington for a nuclear reactor. How- 
ever, as I explained to you, there is not so much need for new money as there 


is a need for change in the language of the bill to permit grants for the specific 
items listed. 


I enclose the following lists: 
(a) Universities that have made formal application to the National 
Science Foundation for assistance in their nuclear reactor programs. 
(b) Universities that have not as yet completed their plans. 
(c) Universities engaged in preliminary planning. 
Again, our deep gratitude for your courtesies. 
Most sincerely, 


BILL CARMICHAEL. 


(a) Universities that have made formal application to the National Science 
Foundation for assistance in their nuclear reactor programs: 


State College of *Weasliisetetie ae: oo 2 eh ee $300, 000 
University of Viewinitts... 2.5266 eae a eee 150, 000 
Georgia Institatée of! Peckhnotegeie ue 750, 000 
Rind versity: ‘of COIS Ol ok Ao ee eee 800, 000 
Umiveraity of IDWiAM.Ju. 14 a 250, 000 
(b) Universities that have not completed their plans: 
Ajabama Polytechnic Tesiteute. ee 900, 000 
New: Tome: Umivenite: 2n5 uo at ee 1, 250, 000 
Purdud .Tniverinay. 0 ees ee ee 875, 000 


UCLA Engineering School 


ecb Rabe batt eal herbed Snes eee 500, 000 
University of Conmectiowtucs ick. oN. Ss Ss 500, 000 
University, of Mhode: Relan@iul ii. L. we eo ee 1, 500, 000 
University of WiowsGei ihc ee ee 2, 000, 000 


University of Twit: 22060 oo kee Be Se ae 
Universities engaged in preliminary planning : 
University of Pennsylvania. 

University of Washington. 

Case Institute of Technology. 

Kansas State College. 

University of Arkansas. 

University of Illinois. 

University of Miami. 

University of Missouri. 

University of South Dakota. 

Oklahoma Agricultural and Mechanical College. 


~ 





Ee Sees 


ie NST A ESI EI ES 


318 INDEPENDENT OFFICES APPROPRIATIONS, 1959 


MEMORANDUM CONCERNING THE BuDGET REQUEST OF THE NATIONAL SCIENCE 
FOUNDATION FOR SUPPORT OF Basic RESEARCH 


Prepared by President William Friday, Vice Presidents W. D. Carmichael 
and William M. Whyburn 


DISCUSSION OF THE ISSUE 


The problem is described in the following excerpts from the report on the 
85th Congress, 2d session, House Committee on Appropriations, inuependent 
offices appropriation bill, 1959: 

“The buuget estimate for the National Science Foundation in the coming year 
is $140 millon and the committee recommenas $115 million. This is $25 million 
less than the estimate and provides an increase of $75 million over the cur- 
rent year. The commiitee has allowed the three major programs of the Foun- 
dation, which include grants to universities for basic research, fellowships to 
preuoctoral anu postdoctoral students, and institutes for training science and 
mathematics teachers, to be substantially expanded. During the hearings, Dr. 
Waterman stated that expansion of old programs proposed in the budget esti- 
mates amount to something like $107 million out of the $140 million requsted. 

“The committee has approved $107 million for old programs, but requests 
the Foundation to concentrate its efforts on its 3 main programs because they 
are sound and good results will come from them. The committee also suggests 
that the $8 miliion which it has included in the bill in excess of the sum pro- 
viued for old programs be wisely distributed for development of only the most 
promising new programs, and if after further study they are of doubtful value 
they should not be started. 

“The items allowed this year for support of facilities are $1,750,000 for sup- 
port to biological research laboratories and $350,000 for the National Radio 
Astronomy Observatory. The Committee has allowed no funds for the Southern 
Hemisphere astrograph, a solar research telescope, university research reactor 
and computing facilities, or the optical astronomy observatory.” 

The foregoing quote shows a substantial increase in the amount recommended 
for the support of basic research. We heartily concur in this action and we feel 
that it reflects wisdom thoroughly compatible with the most urgent needs of our 
country at this time. Unfortunately, the recommendation specificaliy omitted 
provisions for National Science Foundation help in making available the 
fundamental scientific equipment necessary for basic research of the quality 
and quantity most needed in the United States. We refer to the omission of 
$10,300,000 which would have assisted universities and other research agencies 
in securing the Southern Hemisphere astrograph, the solar research telescope, 
the optical astronomy observatory, university research reactors and computing 
facilities. 

If scientific equipment of the type just enumerated cannot be available to our 
leading research men of the present and the future, then these men cannot work 
ut the frontier of knowledge. It is clear that the overwhelming majoriiy of such 
men are now located in the universities of the country and there is every reason 
to believe that this same situation will obtain in the future. The essential 
character of this equipment is recognized in every enlightened country of the 
world, and it will be impossible for our own country to keep abreast in the 
scientific world if we do not have the best possible equipment available to our 
scientists. These pieces of equipment are not luxury items, for their roles in 
scientific research at the true frontier of knowledge today are entirely similar 
to those played by the microscope, the chemical balance, the X-ray machine and 
the desk calculator in the recent past. A failure of our country to provide the 
relatively modest amount requested by the National Science Foundation for use 
in assisting other research-sponsoring agencies to make this equipment available 
to our existing and potential scientists would be to decree that these scientists 
work with obsolete tools in the hinterlands of knowledge where only modest and 
piecemeal discoveries are possible—this, at a time when the leading research 
scientists of other countries are working at the true frontier with the most 
modern scientific instruments. 

Arguments in support of this portion of the budget request are well presented 
in the National Science Foundation publication entitled “Federal Financial 
Support of Physical Facilities and Major Equipment for the Conduct of Scientific 
Research” which was prepared as a report to the Bureau of the Budget in June 
1957. Further supporting arguments are contained in the letter of transmittal 
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which National Science Foundation Director Alan T. Waterman sent to the 
Honorable Percival F. Brundage under date of August 8, 1957. Numerous panels 
composed of our leading scientists have recently studied and reported the needs 
for scientific facilities of the type described in the National Science Foundation 
appropriation request. For illustration, we enclose a copy of a report entitled 
“Conclusions of the Panel for University Computing Facilities, First Meeting 
October 14, 1955.” 

We strongly urge restoration of the $10,300,000 requested for major scientific 
equipment. We feel that full restoration of this amount would go far in 
providing the instruments necessary for our scientists to do the research which 
our Nation so urgently needs and desires. To do less than this would reflect an 
attitude toward basic research which would do untold damage to our total effort 
in this period of high scientific competition within the world community of 
nations. 

It is pointed out that the $10,300,000 requested by the National Science Foun- 
dation would insure the provision of scientific facilities which cost many times 
this amount. In each instance, funds from other sources would be provided 
and, in many cases, these additional funds would greatly exceed those supplied 
by the National Science Foundation. Our next section illustrates this point 
through specific reference to the University of North Carolina computer labora- 
tory project. 

As a final point under this heading, we refer to the regional services that 
would be provided by each of the facilities included in the National Science 
Foundation request. Undoubtedly, the greatest reservoir of undeveloped scien- 
tifie research potential in our country now rests in regions far removed from 
facilities of the type under consideration. The location of one of these facili- 
ties in such a region is the best known stimulus for the development of this 
dormant scientific potential. Many examples can be cited to illustrate this 
point. From our own experience, we know that the Morehead Planetarium on 
the campus of the University of North Carolina in Chapel Hill has been visited 
by several million school children drawn from the large southeastern region. 
The amount of scientific talent that has been stimulated into activity through 
these visits cannot be accurately estimated. However, we may be sure that it 
far exceeds what might have been realized had this same planetarium been lo- 
cated in a large population center. These large centers already have many major 
astronomical laboratories so that an additional one would not be especially 
stimulating. 


THE UNIVERSITY OF NORTH CAROLINA COMPUTER LABORATORY PROJECT 


As an illustration of the research facilities projects which are placed in jeop- 
ardy by the omission of the $10,300,000 discussed above. we cite the University 
of North Carolina computer laboratory project. The National Science Founda- 
tion requested $500,000 for support of this project. The total capital invest- 
ment associated with the project is $3,922,000 of which $2,800,000 is directly 
ascribable to the computer laboratory. The breakdown is as follows: 


Total cost Computer 
costs 








New building and basic equipment--_-_-- iach aged ea $1, 522, 000 $400, 000 
Contribution of computer manufacturer - sioner 1, 200, 000 1, 200, 000 
Funds from other sources for purchase of computer. -—--- se le 700, 000 700, 000 
Requested of National Science Foundation Sires aaie areata 500, 000 500, 000 

OE i ctaece ah inch Sv nts cs cence sae nada we eek Galena aia aemaaeER A | 3, 922, 000 2, 800, 000 


In addition to the above, budget authorities in the State of North Carolina 
have agreed to provide operating and maintenance costs for the laboratory up 
to an amount of $150,000 per year during the early period of operation. 

Activation of this $3 to $4 million scientific laboratory for use in research and 
teaching by the scientists and educational institutions located in the large south- 
eastern region is heavily dependent upon realization of the $500,000 requested of 
the National Science Foundation. Appropriation for this was omitted from 
the House Committee recommendation. We hope that this may yet receive 
favorable action in order that each of the dollars thus appropriated may activate 
approximately $6 worth of scientific equipment. 

25300—58—pt. 1———-21 
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COST SHARED BY UNIVERSITIES 


Dr. WaterMAN. I think the committee would be interested in know- 
ing that both the cost of the nuclear research reactors and the cost of 
these large electronic computers will be shared by these universities. 

We have arranged to have them participate in the cost. 

Senator Extenper. You mean in installing them ? 

Dr. WATERMAN. Yes. 

Senator Extenper. How about the operation of them ? 

Dr. WaterMan. They will take care of the operation. Again, it is 


a selective program. We choose the ones best suited on a geographical 
basis, and so on. 
FACILITY IN AUSTRALIA 


Senator Ertenprer. You spoke of establishing in Australia some 
kind of facility now being operated by Yale University. In such a 
case as that, you provide the facility and they will operate it at their 
own expense / 

Dr. Waterman. We provide the money to Yale University to carry 
this out. 

Senator Ettenper. That is to build, erect, and enlarge? 

Dr. Waterman. That is right. 

Senator Exienper. But they will administer it thereafter ? 

Dr. Waterman. That is correct. 


OpTICcCAL ASTRONOMY OBSERVATORY 


ee —S—S~;735S 


I might state, Mr. Chairman, there is an item here on page 6, I 

think it is $300,000, for the optical astronomy observatory. Again, 
this is an additional amount, over the money they now have. ‘It is 
j for the fiscal year 1959, operating expenses and other additional costs 
| of the optical astronomy observatory, which is to be constructed at 
Kitt Peak, Ariz., as w ell as for staffing and immediate planning and 
supervision of construction. 
i Dr. Bronx. Mr. Chairman, I think it is worth while to call to your 
attention the fact that these new national laboratories, are quite a new 
departure in our whole structure, in support of science. They are 
obviously of great importance in the furtherance of science in that 
unless there are these national laboratories, this type of science can- 
not be done because no one university, generally speaking, can carry 
the cost. From a general standpoint, even a more important aspect 
is that it does a great deal to promote and foster the furtherance of 
science in our country as a whole. How can we better support these 
scientists? How can we better strengthen science and science teach- 
ing in all the States of the country than by having these national lab- 
oratories which are open to anyone, and will be available to any uni- 
versity in the country? The tendency will be to bring people from 
all over the country, and then they w ill go back to their several univer- 
sities greatly benefited and inspired and made more competent with 
regard to what they are doing. 


SHARING OF FACILITIES 


Even where we put facilities, such as these computers and reactors 
into a given university, it is with the understanding that anyone from 


; 
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any other college or university can come in from that broad region of 
country, if they are competent and able to use them effectively. This, 
I think, will have a tremendous effect upon the whole scientific and 
technological development of our country. 

Dr. Waterman. There is another side to this. The computer has 
done precision work in astronomy and it is going to be very impor- 
tant in connection with the satellite program in which we are in- 
volved. It is important that we have precise information about these 
bodies, so it is all the more reason why we should pay special attention 
to astronomy and the latest developments. 

You take the solar telescope, for example. We know now that al- 
ready the sun has a very important effect in ways that we have not 
investigated in detail, such as the effect of cosmic rays and X-rays. 
It is true the satellites can give us some firsthand information. This 
would be helped out enormously by measurements or research carried 
on here on the earth, where the instruments are more stable and acces- 
sible to the research scientist. 


MANAGEMENT OF FACILITIES 


Senator ELLtenper. Will the Foundation bear the operating cost of 
any facilities that has already been constructed or that you con- 
template erecting? 

Dr. WarermMan. None at all. 

Senator ELLeNpER. None at all? 

Dr. WarerMan. No. 

Senator Eiienver. In other words, once it is erected, the operation 
is taken over by the particular entity involved ? 

Dr. Warerman. They take over the management and operation. 

Senator ELLtenper. And they will pay for all operating costs ? 

Dr. Warerman. When we made the contract, we furnished the 
money. 

Senator ELtenper. I understand that. I am not talking about that. 
I am talking about after completion. 

Dr. Waterman. In the case of larger facilities such as the as- 
tronomical facilities, we do take care of the operating costs as a part 
of the contract, because in the astronomy field they cannot give this 
support. They do not have the usual resources. 

Senator ELLenper. We are going to get deeper and deeper into it, 
and you will have a lot of them coming to you for everything. 

Dr. Warrrman. Yes. As Dr. Bronk knows, our Board has given 
very careful attention to this one. We declared our policy—we would 
only ask for funds to construct these facilities provided the scientists 
feel this is absolutely necessary to the progress of their research. 

Again, this is a selective field. With respect to the maintenance, our 
position is that we would insure, as best we can—there are no funds 
available from the institutions, and no other sources available to them 
for the help. In the field of astronomy you always have the situation 
that they have to be me 


Senator ELtenver. There is no point in erecting a facility of that 


character unless you could be assured that it will be operated by 
the people for whom it is being constructed. 
Dr. WaTerMAN. That is true. 
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Senator Exxenper. I hope, if and when that is done, that you have 
that provided for. 

Dr. WATERMAN. Yes, we do. 

Senator ELtenver. In the contract? 

Dr. WarerMAN. Yes, it is. 

Senator ELLenper. However, is it being done? 

Dr. WaterMaN. We hope, again, as a matter of policy, that we can 
provide the initial funds for operating, and then plans will be worked 
out so that the amount will eventually taper off and other sources will 
be provided. 

Beaton Extenper. You have too many leaning on the Government 
now, and as far as I am concerned, I do not want to increase that load. 


BUDGET REQUEST 


Senator Dirksen. I would like to get a little bit in perspective here. 
You had $40 million in fiscal 1958. Your budget estimate for 1959 
is $140 million. The House cut you back to $115 million. 

Dr. WATERMAN. Yes. 

Senator Dirksen. Your testimony now is that you need $107 million 
for the old programs. 

Dr. WarerMAN. The House declared they were in favor of that. 

Senator Dirksen. That is a statement of fact, is it not, that it does 
take $107 million to operate your old programs? 

Dr. WaterMAN. That is the sense of it. 

Senator Dirksen. Now they added $8 million to the $107 million to 
make $115 million. That is what the House has allowed you? 

Dr. WaTerRMAN. Yes. 

Senator Dirksen. They said they wanted you to use the $8 million 
prudently for the development of only the most promising new 
programs. 

Dr. WATERMAN. Yes. 

Senator Dirksen. Now, your facilities here come into the first cate- 
gory in support of science, is that correct ? 

Dr. WATERMAN. Yes. 

Senator Dirksen. You asked for, roughly, $12 million to increase 
your facilities ? 

Dr. WATERMAN. Yes. 

HOUSE ALLOWANCE 


Senator Dirgsen. And for this facility they allowed you only 
$1,750,000 ? 

Dr. Waterman. They specifically refused certain items by name 
there, so the amount could not be used for those items. 

Senator Dirksen. You were cut by the House that amount ? 

Dr. WATERMAN. Yes. 

Senator Dirksen. Now, in the first category, support of science, it 
was roughly $56.7 million. 

If I read your supporting data correctly, about $55 million of the 
$56.7 million is for contracts and grants to institutions and so on. 

Dr. WATERMAN. Yes. 

Senator Dirksen. That is roughly correct. I didn’t try to detail it. 

Dr. WaTerMAN. Yes. 

Senator Dirxsen. So that accounts for $56.7 million of the $140 
million. Then you have $81.8 million for scientific manpower. 
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Dr. Wa'rerMAN. Yes. 

Senator Dirksen. That would be your fellowships and indoctrinat- 
ing programs, and so forth ? 

Dr. Waterman. Yes. 

Senator Dirksen. That represents an increase of $66 million over 
your programs of last year; is that correct ? 

Dr. Waterman. That sounds like it, roughly; yes, sir. 

Senator Dirksen. Of that $81.8 million, I would assume that $79 
million was to provide these contracts and so forth, is that correct ? 

Dr. WATERMAN. Yes. 

Senator Dirksen. Actually, what I was trying to figure was your 
operational goal here. Your total personnel would be what under the 
1959 budget if it were all allowed, 454 people? 

Dr. WATERMAN. Yes. 

Senator Dmxsen. That comprises your total needs for operating 
and supervising all of these programs? 

Dr. WATERMAN. Yes. 


BASIC RESEARCH 


Senator Dirksen. Now, if basic research comes under “support of 
science,” I wish you would comment just a little bit more on basi re- 
search. It isa matter of rather high interest. We want results here. 
We want something we can see. I presume, in the field of basic re- 
search, you cannot be sure, can you, Dr. Bronk, if you are going to 
come up with anything? 

Dr. Bronx. No, not in specific cases but on the average you can be 
certain of results. 

Senator Dirksen. Now that $25 million is, of course, of importance 
to you because it does involve the money you want for basic research. 

Dr. Waterman. The research facilities, particularly, that it takes 
to do this. 

Senator Dirksen. Yes. Now, speaking for myself, I would like to 
give you that $25 million. I would like to give you more. But I want 
you to tell me why I should give it to you. 

Dr. Waterman. Let me answer that in this way, if I may have the 
time. Let me mention a story which is typical of basic research and 
its promisse for the future. 

Helium was first discovered in the spectrum of the sun’s atmos- 
phere. We didn’t even know it existed. Later it was found to exist 
in minute traces in our atmosphere as a gas. What possible interest 
at that time did helium have? 

Scientists began studying it and found first off that they couldn’t 
liquefy it. They could ‘liquefy every gas but this. They finally sue- 
ceeded in doing that. The use of this liquid now will get us down to 
absolute zero or 460° below zero for the first time. 

Now, again, things began to happen. At this temperature metals 
like lead and tin behaved as superconductors of electricity. That is 
to say, there is no resistance to the flow of electricity down at that 
temperature. This lack of resistance would then be a marvelous thing 
if we could do it with metals at ordinary temperatures. In order to 
do that, we must study what it is about this conduction in metals at 
low temperatures that enables them to do that. We are working hard 
and are making progress, but we have not found the answer. That is 
basic research right in that stage. You see something promising, but 
without a lot more basic research, you cannot go any further. 
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Another thing, liquid helium II, as it is called, flows perfectly, with 
no resistance to flow. That, too, if you understood it, would mean, you 
see, that we could provide. frictionless flow. Liquid helium II con- 
ducts heat 10,000 times better than copper. As soon as we understand 
all of these things for the future, we can begin to apply them. | 

Here is a more general view I would really like to stress to the com- | 
mittee. It seems to me when you look at our situation overall, face 
to face, this is the point of view that seems to me perfectly logical. 

We have a serious problem of going ahead with science and tech- 
nology. We want to make all the progress we can. It has been said 
sometimes that we could go bankrupt because of science producing so 
many new things which are important, that we won’t have the money 
to do them. We are faced with the dilemma that unless you carry out 
the basic research and technological developments you jeopardize our 
security, but if you carry them « out and cannot find money to finance 
them, then you jeopardize the economy. This looks like a dilemma. 


FULL SUPPORT FOR BASIC RESEARCH 


The answer to me is clear: We cannot do other than to support basic 
research fully to the extent of the capable research investigators we 
have. We must see that they have what they need. This is the way 
to uncover the full possibilities of science. This is comparatively in- 
expensive. At the present time, the country is only spending 4 percent 
for basic research, of its total money for research and development i in 
science. That is not for production, just development of applied 
work—only 4 percent of it is basic. So this is very economical. 

Senator Dirksen. I wish you would indicate percentagewise how 

many sorties you have in the field of basic research in dollar amounts / 
Dr. Bronx. As you were speaking, I was thinking along these 
lines—I think it would be unrealistic for me to say that I am not 
speaking as a member of the Board who represents the public in re- 
gard to the Science Foundation. Speaking as a representative of the 
public, I think it is only fair to say that there are going to be requests 
for increased expenditures in support of research and I think that 
this is completely unavoidable. As our civilization develops, and as 
it becomes more complex, we are going to be facing continually newer 
and newer things that have to be solved through research. If we 
were able to stand still, say on the level we were in Colonial days, 
we certainly would not have needed a great deal of the research that 
we require at the present time. 

Let me cite this instance I can think of, during the war, when I 
was doing research on planes. If we still had the planes that we 
had when I was a naval pilot in the first World War, we would not 
have had to do the research on pressurized cabins to enable people to 
fly at the altitudes, such as the altitude you flew at coming from ! 
the Northwest this ‘weekend, Senator Magnuson, when you were in 
a pressurized cabin. You were at an altitude equivalent to about 
5,000 feet and you were perfectly safe, and you don’t even need an 
oxygen mask. This all required a lot of expensive research under 
the “Air F orce budget in the period 1942 to 1945. Now, everybody 
is riding in them and thinks nothing about it, but this required a 
lot. of fundamental research. We had to study the physiology of 
respiration, all of these matters, to see whether or not it was going 
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to be safe for people to be in pressurized cabins. We had the prob- 
lem of decompression. 

Another angle is this: If our population was going to stand still, 
this particular problem would not be important, but it is not standing 
still. There are more and more people coming into the world. At 
the present time, many areas of the world are right up against the 
level of their food supply, and they are even beyond that. Their 
demand is beyond the level of adequate food supply, to make possible 
a healthy life. Through research, we are getting to the stage where 
we could make nonanimal proteins available synthetically. By divis- 
ing means for producing certain synthetic amino acids, it is possible to 
make a nonprotein diet which is entirely healthy, just using crops that 

can be developed in broad areas of the world. 

Now, here again, if we develop this research at that level, think of 


what it means to the future of mankind, a relatively small investment 
that pays tremendous dividends. 


RESULTS OF RESEARCH 


So, although we are going to have to have in our national budget 
increasing amounts for support of research, the result of that research 
is going to lead into an expansion of our industries, greater efficiency, 
and it is going to lead to improved agriculture, it is going to lead to 
improved health, and all of these are increases in our national re- 
sources. 

So I think, on the basis of many years of thought, these small invest- 
ments that go into basic research pay the biggest dividends of any 
investment our Nation makes. Unless we make these small invest- 
ments, we aren't going to be able to go forward, or even going to be 
able to hold our present position. 

Senator Dirksen. This line of questioning, Dr. Bronk, has a very 
distinct purpose. Because, when we get through, we have to go 
through a conference with the House conferees. Now, they gave you 
$107 million for your old programs. Then, being in a generous mood, 
they said, “We will give you $8 million more. * 

Then they put a ticket on it. They said— 


The committee also suggests that the $8 million which it has included in the bill 
in excess of the sum provided for old programs, be wisely distributed to develop- 
ment of only the most promising new programs, and if after further study they 


are of doubtful value, they should not be started. 

Well, that is rather curious language to me. I am thinking that 
something that starts out in a cloud sometimes turns out to be the best 
discoveries. I am just thinking of Dr. Florey — around there 
with penicillin. Then they walked away from it for 15 years until 
they came over here, and went out to Peoria. 

What I am thinking of is that you are going to have to make a report 
at the end of this year when you come back for your 1960 budget and 
maybe the House will say “Look, we told you not to start on these 
unless they were most promising. * T want to know if that is going 
to tie your hands. I know in this thing, basic research, you might 
start out not knowing for a moment where you are going, and then 
come up with something really startling. 
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Dr. Bronx. If you knew what you were going to get, 9 times out of 
10 there is no point in doing it because you already know the answer. 

Senator Dirksen. That is probably true. 

Dr. WaterMAN. That is why we are speaking about the great im- 
portance of carrying on this basic research. Because that is the only 
way you can find out the possibilities. 





SELECTIVITY IN DEVELOPMENT WORK 


The second half of the question is, if one wants to be careful about 
overloading the economy, one has to be certain about the things he 
wants to capitalize on by starting application and development. You 

rant to be sure of what you want to develop. That is where the big 
money goes. To protect the economy, one has to be very careful of 
what he decides to develop. But in order to make sure you know all 
of your possibilities and to increase your know-how, you have to sup- 
port basic research across the board and then you know what will pay 
off ; however, you have to be very careful of your bigger investments of 
money for the application and development. 

Senator Dirksen. The job of laying out what you think you ought 
to do in basic research is the job you have to do after consultations / 

Dr. Bronx. We continually refer to these matters. We listen to 
scientists all over the country, because we believe that thousands of 
scientific minds are better than one; so we are in continual contact 
with scientists all over the country, listening for good suggestions, 
and getting advice and criticisms here and there. 


PROCESS OF WORK ASSIGNMENT 


Senator Dirksen. Now, after you lay out the program the work 
will be assigned. It may go to the University of Washington or to 
Tulane University or one of the endowed institutes or laboratories, 
but it is assigned to people ? 

Dr. WATERMAN. Yes. 

Senator Dirksen. Well, they are the fellows in science or doctors in 
science ? 

Dr. WATERMAN. Yes. 

Senator Dirksen. Now, you aid those people with grants, and your 
lowest stipend is what, in this kind of work, Doctor ? 

Dr. WaterMAN. Our average grant is about $15,500 and runs for 
a little over 2 years. 

Senator Dirksen. I am not speaking about that. 

Dr. Waterman. The lowest might be a few hundred dollars to buy 
an instrument, if that is all he needs. 

Dr. Bronx. The stipend would probably be $2,600. 

Dr. Waterman. Well, this varies. If it is a senior faculty member 
of an institution, such as a professor, or someone like that, we will 
not reimburse the institution for more than half of the salary in any 
case, and only when there isa good reason for it. 

With regular students, they only get a fraction of a salary for their 
time on the project. 

In the case of a graduate student, he will receive a stipend to work 
on a research problem as a research assistant, and that runs about 
what ? 
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Dr. Bronx. About $2,600. 

Dr. Waterman. About $2,600 to $3,000, depending on the seniority 
of the man. 

Senator Dirksen. Let me pinpoint this. Here is a man by the name 
of Mr. Jones who looks very promising in the scientific field. He 
is assigned to work on one of these basic research problems. It is de- 
cided that he receives $2,600. Who decides that ? 

Dr. WarerMan. That is decided by the man he works for. 

Senator Dirksen. The institution ? 

Dr. WarermMan. Yes; the faculty member who is in charge of the 
project. He will select from the graduate students this promising 
student and pay him a salary for the project. We do not select him. 

Senator Dirksen. The point I am making is that all he receives is 
whatever you finally donate to the cause, or does he receive something 
also from the assigned institution? Suppose he were at the Univer- 
sity of Illinois; you call him in, and there is a laboratory, the beaker 
test tubes and everything, and he is to get $2,600 for 1 year. Does 
that all come out of the Science Foundation Fund, or does the uni- 
versity contribute to that fund or increase the amount ? 

Dr. WarrermMan. It depends on the university. In the case of our 
fellowships, they are not allowed to work to secure additional income. 

Senator Dirksen. Except what you give them ? 

Dr. WarerMAN. Yes; except what we give them. 

Senator Dirksen. Now we are getting down to cases. 

Mr. Jones might be a very normal individual with the usual human 
urges and decides that he ought to take unto himself a spouse, and 
while he is doing this work he develops a family, a couple of children, 
or maybe buys a trailer or some temporary building, but can Mr. Jones 
do topflight work on $1,800 a year? 


ALLOWANCES FOR DEPENDENTS 


Dr. Warerman. In the case of our fellowships, you see, we expect 
him to put full time on his studies or his research. His wife might 
take a job or something like that, but he is expected not to have any 
jobs that will interfere with the studies that he is being paid for. 

Senator Dirksen. Yes; but he has to keep his family. 

Dr. Waterman. Yes; we make allowances for his dependents. 

Senator Dirksen. How much do you provide for them ? 

Dr, WATERMAN. $350 per dependent. 

Senator Dirksen. So if he has 2 children, that is $700. 

Dr. Waterman. And he is paid for his wife. 

Senator Dirksen. That would be another $350? 

Dr. WaTEeRMAN. Yes. 

Senator Dirksen. And Mr. Jones would get $2,850 to support him- 
self and wife and 2 children ? 

Dr. WATERMAN. Yes. 

Senator Dirksen. Can Mr. Jones’ agile brain stay on the beam if 
he has to worry about the price of milk down at the corner store? 

Now, you are running the show, Doctor. 

Dr. Waterman. I know. 

Senator Dirksen. That could be wasted money. 

Dr. WaTeRMAN. Yes; we have raised the stipend somewhat from 
the very beginning of our first fellowship program. We try to keep 
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those in line with the customary figures that are used for a 
fellowships. We do not want to get too far out of line. We also, 
must say, take advantage of the conditions among the graduate 
schools, that is, when a person takes a fellowship it 1s at some sacri- . 
fice. It isn’t like being paid to do a job where he has to carry out a 
certain assignment of work. This is purely for study and at some 
sacrifice. We try to keep this fair. Dr. Dees could speak to that. 
Dr. Ders. I might say to Senator Dirksen, this is one of the very 
basic questions of a fellowship operation. We are very much con- 
cerned about this very point, and at the moment are carrying out a 
survey as to the accuracy or adequacy of our present stipend in the 
fellowship program. 
I think it is quite clear, from the information that we get day by 
day from the universities, that a small increase is likely to be neces- 
sary within the next 6 or 8 months. 
Senator Magnuson. Right at that point, I have a letter from a 
fellow in the Scripps Institute, in which he lists what it costs him. 
So he suggests that the best he could do would be at the level of 
$3,800 a year. That is three-hundred-and-some-odd dollars a month. 
He lists what it costs him. Of course, I suppose the real important 
problem is the permitting of outside work. Now he can get along 
if he can do outside work, but you have to be thinking in terms that 
if you start to let him do that, you do not know where he is. 
Dr. Warerman. It cuts his studies; that is right. 
Senator Maanuson. Maybe we ought to think in terms of putting 
him in a position where that need not happen to him. 
Dr. WarerMAn. You understand, of course, that stipends are higher 
after they are out of school and have degrees. The postgraduate 
stipends are higher. The postgraduate stipend is what ? 
Dr. Dees. $3,800. That is the initial level. It goes up to $4,200. 
Dr. Warerman. We could furnish you the record of that if you 


wish. 
Senator Dirksen. I wish you would. 
ASSISTANCE TO CONTINUE PRESENT WORK 


Senator ELtenper. Let me ask you this question right there: As 
a matter of fact is it not true that a good many of these people who 
are selected have a chance to continue their studies ? 

Dr. WaTerMAN. Yes. 

Senator Extenper. I mean, in that respect it is a little assistance 
that is given to them to continue the work that they are now doing? 

Dr. Waterman. That is right. 

Senator ELteNnpeR. So you could not expect them to get full pay for 
that. For instance, I have seen some willing to teach for $50 a month, ; 
just to continue their work. Of course, that has been many years ago, 
but yet if we start paying them the full amount, I think you will be 
establishing a precedent there that would discourage others from 
continuing unless they get on the bandwagon, as it were. 

Senator Magnuson. Do you not agree that the rule against taking 
outside part-time employment should not be liberalized but rather we 
should look at it in terms of giving them adequate money so they 
will not have to worry about their security? I think if you start on 
the other policy T do not know where you would end up. 
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Senator ELLenper. It might depend on the kind of work they are 
doing. I suppose you give weight to that ? 

Dr. Bronx. Off the record. 

( Discussion off the record.) 


STIPENDS FOR GRADUATE FELLOWS 


Dr. Waterman. ‘The stipends for first year graduate fellows are 
£1,600; for intermediate level fellows s, $1,800; for terminal year fel- 
lows, $2,000. Added to these basic stipends are the dependancy al- 
lowance of $350 for each dependent, including the spouse. We pay 
the tution and we pay the travel costs and any ‘special laboratory fees, 
and that sort of thing, which they need. Therefore, the average cost 
t the Foundation of a given group of fellowships is in the range of 

2,600 per fellow. The figures are not as bad as the basic ones would 
inline 

Dr. Drees. Mr. Chairman, 1 might comment on one point here: 

For the last year we have had this rule: In those cases of special 
hardship where a dean and the individual’s scientific adviser tell us of 
a special instance, where a man needs more money than he can get, and 
asks if there is some special job he can do that will help his training, 
in that case we have waived our “no work for pay” rule. 

This has been done, although in only about six cases. 

That would seem to me to indicate that the present level for the 
vast majority of cases of the 900 people that are on stipend, as a rule, 
are getting enough so that their worries are not aggravating, particu- 
larly, Senator Dirksen. But it is also true, that the stipends that we 
have now match fairly well the university-provided stipends for grad- 
uate assistantships, and teaching assistantships, which are the other 
two big supports for graduate students. This i is, in fact, the way we 
have attempted to judge what our level should be, because once we 
were to try to modify this level drastically upward, it would upset the 
entire students’ aid picture in all the universities. 

Senator EiLenper. Going back to this average you are speaking of, 
which you say is fair. Then whoever obtains that level continues his 
work and as he gets more and more proficient in his chosen profession 
that in turn, inures to his benefit later on. 

Dr. Drees. That is true. 

Senator Magnuson. And you cannot put the Science Foundation in 
the position of coming into a school and saying, “Well, you guys are 
fancy, and what not,” that sort of thing. There has to be some bases 
or standards in that particular school. I know I have $20,000 in 
scholarships that I throw out in my State. I used to ask these appli- 
cants whether they wanted $500 for a given year or $2,000 for 1 year, 
the $500 payments being spread over the 4 years. Most of them wanted 

$500 for the 4 years rather than $2,000 right quick. 

Of course, they can go out and do some outside work and intend to, 
I suppose. 

STATEMENT ON ACCOMPLISHMENTS IN BASIC RESEARCII 


Senator Dirksen. Dr. Waterman, with the chairman’s permission, 
I would appreciate it if you would submit an amplified statement on 
the question of basic research, insofar as you can give some of the 
things that have taken place over a period of time, which have looked 





SE EL) | 


330) INDEPENDENT OFFICES APPROPRIATIONS, 1959 


as though they might be fruitful sources and how you have come out 
with them, because I am thinking in terms of what we must do to sell 
these programs this year, and to sell the House on your problems. 
The basic problem you have to face is when you come back next year 
and they will ask you about going into those things that were full of 
promise, at which time you will be in trouble. 
Iam sorry, but I must leave. 


LEGISLATIVE AUTHORITY TO CARRY ON PROGRAMS 


Senator Haypen. Dr. Waterman, do you have sufficient legislative 
authority to permit you to carry on the new programs you propose. 
Dr. WATERMAN. Yessir, we do. 


PREPARED STATEMENT 


Senator Magnuson. We will put your full statement into the record, 
Dr. Waterman. 
(The statement referred to follows:) 


EFFECT OF THE HOUSE REDUCTION ON THE FOUNDATION’S APPROPRIATION 


The appropriation submitted for the Foundation in the President’s Budget 
was $140 million. The House recommended an appropriation of $115 million, of 
which $107 million was for “old programs” and $8 million for “new programs.” 
The following programs were approved by the House at the level requested. 
Grants for support of basic research; the fellowship program; the institutes 
program for training of high school and college science teachers; the program 
of special projects in science education; the course content improvement pro- 
gram; the clearinghouse for scientific manpower information program; the 
surveys and reports program of the Office of Special Studies; and the dissemina- 
tion of scientific information program. Funds were also provided at the level 
requested for the administrative expenses of the agency with the exception that 
funds for travel were reduced by 15 percent or $50,000. Therefore the reduction 
proposed by the House affects two primary program areas—the support of 
research facilities and the training of scientific manpower. 


RESEARCH FACILITIES 


A total of $12,400,000 was requested for 7 research facilities. The House 
re funds for only two of these facilities and reduced the amount requested 

or each. 

Specialized Biological Laboratories——$2 million was requested for facility 
needs in such areas as biological field stations; controlled environment facilities ; 
microbiology research facilities and primate laboratories. The House reduced 
the requested amount to $1,750,000. The Foundation has received proposals and 
inquiries this year for such support totaling approximately $8 million. It will be 
possible for the agency to support only approximately $1 million of this demand. 
Such laboratories fall into two general categories of need: (1) Established 
laboratories of long standing that are conducting significant research in biology 
but that for one reason or another are unable to secure adequate funds for their 
continued maintenance and operation; or (2) laboratories such as controlled 
environment facilities where the availability of such facilities in the United 
States is so limited as to provide a serious handicap to research in some fields of 
biology. 

Southern Hemisphere astrograph.—$1,200,000 was requested for the construc- 
tion of an astrograph in the Southern Hemisphere. The House committee allowed 
no funds for this purpose. The Lick Observatory has been engaged for a number 
of years in mapping celestial bodies in the Northern Hemisphere. To secure the 
maximum results from the research now being carried on at the Lick Observa- 
tory, it is necessary to map the stars position and motion for the remaining one- 
half of the universe. Such a project will take a minimum of 20 years to accom- 
plish and would undoubtedly be of significant value to astronomy and space re- 
search. 
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Solar research telescope.—$5 million was requested for the construction of a 
solar research telescope. The House allowed no funds for this purpose. The 
solar telescope would be located at the optical astronomy observatory for which 
funds have been appropriated and which is now in the preliminary stages of con- 
struction at Kitt Peak, Ariz. The relationship of the sun to many terrestrial 
phenomena is still one of the great unknowns despite the fact that the sun is 
the greatest source of energy available to man. The proposed solar telescope 
would be capable of producing an image of the sun twice the size possible with 
the present Mount Wilson telescope. The Kitt Peak site is believed to be the 
most ideal location in the United States for a solar telescope. 

University nuclear reactors.—$2 million was requested for nuclear reactors. 
The House allowed no funds for this purpose. The Foundation’s proposed pro- 
gram would provide nuclear reactors to selected universities on a cost-sharing 
basis. The amount requested would provide for about six reactors for use in 
basic research with the understanding that the reactors are to be made available 
to other institutions in the same geographical region. Since we now stand upon 
the threshold of new advances leading to the widespread application of nuclear 
energy, it is important that reactors be available in sufficient numbers at our 
universities to forward the conduct of basic research and to provide for the train- 
ing of the nuclear scientists and engineers that will be required in future years. 
At the present time only three American universities have nuclear reactors which 
are available for the performance of basic research. A fourth reactor is under 
construction at the present time. 

University computers.— $1,500,000 was requested for computers. The House 
allowed no funds for this purpose. The computer program would be operated on 
a cost-sharing basis with the computers to be made available to the universities 
in the same geographical region in the same manner as for the reactor program. 
There is no other item of research equipment available to scientists today that 
is as effective in reducing the amount of time required to resolve complex prob- 
lems related to basie research or in many instances materially reduce the cost 
of such research as the result of eliminating unsatisfactory approaches to the 
solution of research problems. Theoretical problems can now be solved quickly 
and cheaply that formerly were not within the ability of man because of the length 
of time involved. This increased ability to solve theoretical problems in many 
instances eliminates the need for large numbers of full scale tests at significant 
savings of time, money and scientific manpower. 

Radio Astronomy Observatory.—$400,000 was requested for operating expenses 
of the national radio astronomy facility now under construction at Green Bank, 
W. Va. The House reduced the request to $350,000. The observatory when com- 
pleted will have a 140 feet telescope, the largest in the United States. An 85 feet 
telescope is now under construction and will be in operation this summer. With 
the availability of the 85 feet telescope it is, therefore, possible to begin a signi- 
ficant research program during the current year. The requested funds would 
provide the necessary operating and maintenance costs for the national radio 
astronomy facility. 

Optical astronomy observatory.—$300,000 was requested for administrative 
expenses and for additional items of capital cost for the optical astronomy ob- 
servatory to be constructed at Kitt Peak, Ariz. The House allowed no funds 
for this purpose. The funds would provide for operating expenses for fiscal 
year 1959 including the salaries of the Director and a very small staff to ef- 
fectively supervise the construction of the facility. The funds now available 


for construction of the observatory are not sufficient to provide for such neces- 
sary administrative expenses. 


TRAINING OF SCIENTIFIC MANPOWER 


The Foundation proposed a number of new programs directed to the broad 
problem of increasing our national manpower potential. The Foundation’s fel- 
lowship and science teacher training programs are well established and have 
been soundly endorsed by the House. Successful as they are, however, they are 
not sufficient to assure adequate progress in the training of scientific manpower. 
We must improve and encourage the teaching of science in our elementary 
schools: we must find the means of identifying our youth capable of becoming 
scientists and find the means for encouraging them to select science as a career ; 
we must improve the science courses being taught in our elementary schools, 
high schools, and colleges; and we must compensate for our shortage of ade- 
quately trained science teachers by supplying them with demonstration equip- 
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ment, visual and other teaching aids to make them more effective. The Foun- 
dation proposed a little more than $27 million to be utilized for programs of 
this nature. The House has allowed $8 million for new programs. 

Among the programs proposed by the Foundation are the following: 

Summer fellowships for secondary school teachers of science and mathe- 
matics.—These summer fellowships are designed to complement the summer 
and academic year institutes programs which have been so favorably endorsed 
by the House. They are intended for those teachers who are more advanced in 
their studies or who for other reasons would profit from a completely individual- 
ized program of study. For many this would be the sort of studies usually pur- 
sued by most graduate students in science. The summer fellowships would also 
serve as an important opportunity for teachers who graduate from an academic 
year institute but who need an additional summer or two to complete the require- 
ments for an advanced degree. 

Summer fellowships for graduate teaching assistants in science and math- 
ematics.—This program is designed to enable graduate teaching assistants to 
devote full time to their studies during the summer months in order to enhance 
the quality of their training and to hasten the attainment of a higher degree. 
A secondary objecive is the improvement of undergraduate instruction. 

Training grants.—The objectives of this program are twofold: first, to provide 
individual support to worthy graduate students while administering the program 
largely through their colleges and universities, and second, to lend some modest 
unrestricted financial support to graduate institutions to permit them to streng- 
then their graduate training programs. The program would reach a class of 
students and type of institution that are not provided for adequately in the 
Foundation’s predoctoral fellowship program. Students would continue their 
education at the institution they were attending at the time of their selection. 
The institution would be permitted to require a fellow to perform teaching or 
other services in an appropriate amount if desired. 

Summer institutes for faculties of technical training schools.—This program 
is Similar to the high school and college science teacher training institute pro- 
grams but is oriented to the technical schools. The typical technical training 
school is a specially organized, 2-year postsecondary school established for the 
purpose of training technicians. One of the real limitations in scientific research, 
as well as in the development of technological advance, is the lack of competent 
subprofessional assistants. Many junior and even senior scientists are pre- 
occupied with tasks which could be handled by well-trained technicians. It 
is estimated that the Nation needs between 6 and 10 times as many technicians 
as are presently available. 

Summer institutes in science and mathematics for elementary school super- 
visors.—The program has as its objective an effective attack on the problem of 
properly introducing science and mathematics to students in the elementary 
schools. Much of the interest in and inspiration for science and mathematics 
is gained or lost by students before entering high school. Unfortunately most 
elementary schoolteachers have very little or no formal training in science or 
mathematics. Through the training of elementary school supervisors in summer 
institutes especially designed for this purpose, it is possible to transmit this 
training effectively to many more elementary schoolteachers. 

In-service institutes for elementary school science teachers.—Like the preced- 
ing program, this program is designed to improve the teaching of science and 
mathematics in the elementary schools by providing opportunities for teachers 
to obtain subject-matter training. The program is similar to the in-service 
institute program now in operation for high school science teachers. Training | 


would be provided for teachers at a time that would not interfere with their 
teaching responsibilities. 

Undergraduate training in rescarch laboratories. —The purpose of the program 
is to provide undergraduates in science an opportunity to participate in high- 
quality research programs. Such participation is customarily limited to the 
graduated level. In this way, undergraduate students would be introduced | 
to the advantages of careers in research and in science teaching thereby pro- 
viding a significant means of increasing the number of scientists. 

Undergraduate science training institutes.—The objective of this program is 
to produce college science majors who are exceptionally well prepared for 
graduate work or teaching by supporting the development of special under- 
graduate courses for superior college students. 

Cooperative college-school program for high ability secondary school stu- 
dents.—This program is designed to identify the most capable students at the | 
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secondary school level and to provide them with a more rigorous educational 
program than they customarily would receive. The program would be adminis- 
tered through grants to universities who in turn would select the outstanding 
applicants from schools in their areas. 

Laboratory training of teachers.—The program is designed to provide greater 
incentive to and increase the competence of secondary school and small college 
science teachers by providing them opportunities to work at institutions with 
good research facilities as laboratory assistants or, when qualified, as research 
directors for small scale but significant research programs. 

University-associated small college program.—This program is directed to 
securing improvement in science training at small colleges through making the 
faculties and facilities of large universities available to small college faculty 
members. Large State or regional universities would establish a working rela- 
tionship with about 10 surrounding small colleges including providing for fac- 
ulty exchanges. 

Special field institutes—The purpose of the program is to alleviate shortages 
of personnel in special scientific areas of critical importance by providing in- 
tensive training. Typical of such fields are computer technology, rocket fuels 
and materials, and extreme condition physiology. 


RESULTS OF BASIC RESEARCH 


Basic research, by its very nature, is unpredictable. We have no way of tell- 
ing where or how new observations or discoveries will be made. In truly ex- 
ploratory science it is impossible to plan or predict final results with any degree 
of precision. However, in the long run, all applied research and technological 
development depends upon the basic research which has preceded it. Further- 
more, the unexpected byways of basic research often prove of far greater im- 
portance than the original line of inquiry. Some of our most significant scien- 
tific discoveries have emerged from these byways of basic research. 

The invention of the electric battery is one instance which shows what good 
use a careful observer and a gifted scientist can make of an accidental happen- 
ing. We know that this discovery resulted from the observation of a curious 
phenomenon by the Italian doctor and biologist, Luigi Galvani. When dissecting 
frogs in a room where an electrostatic generator was working, Galvani noticed 
that, when the crural nerves of one of the frogs were connected by a metallic 
are, the leg muscles contracted violently every time the machine produced a 
spark. This very complex phenomenon showed that physiological reactions at- 
tributable to electricity were occurring, and Galvani and his students made a 
very detailed and careful study of them but did not succeed in explaining them 
correctly. At this point, the great physicist, Alessandro Volta, began to take an 
active interest in this problem and embarked on a long controversy which led 
him away from the study of animal electricity to that of the electrical disequi- 
libria resulting when two dissimilar bodies are brought into contact. Working 
on this basis, he finally, early in 1800, invented the first direct-current generator, 
the voltaic pile, consisting of identical pairs of metal plates (zine and copper) 
piled up in the same order and separated by disks of wet cloth. 

A second instance, in which chance played a more direct part, was the dis- 
covery of X-rays by Wilhelm Conrad Roentgen, who was then professor of physics 
and rector of the University of Wiirzburg. At the age of 50, Roentgen had not 
won renown as the author of any important discovery when, in October 1895, 
infected by the fever which had taken hold upon the scientific world, he em- 
barked on a series of studies on cathode rays, which had been known for over 
a quarter of a century and had just, in the space of less than 2 years, made 
possible a whole harvest of new discoveries. On November 10, 1895, when watch- 
ing a cathode ray tube excited by an induction coil and encased in black paper, 
he noticed a very definite fluorescence on a barium platinocyanide screen stand- 
ing on the laboratory bench. Much intrigued by this unexpected phenomenon, 
Roentgen, closeting himself in his laboratory for several weeks, undertook a 
series of fresh experiments which proved beyond doubt that the fluorescence was 
due to mysterious rays issuing from the tube, which penetrated the casing of 
black paper although it was opaque to any known light. 

Substituting a photographic plate for the fluorescent screen, the following 
month he obtained the first X-ray photographs. He immediately published the 
results of his research and sent copies of his article, together with copies of his 
first X-ray photographs, to some of the most eminent savants of the time. News 
of the discovery spread like wildfire, arousing the greatest interest everywhere 
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and, by the end of January 1896, scientific circles and the general public through- 
out the world were marveling at the amazing new possibility of photographing 
the invisible. 

A final example is that of the discovery of penicillin by the late Sir Alexander 
Fleming. In September 1928, Fleming, who was studying the mutations of cer- 
tain colonies of staphylococci, noticed, when examining them under the micro- 
scope, that one of his cultures had been contaminated by a micro-organism from 
the outside air. At first sight, this was merely the sort of accident which often 
happens to all research scientists working in laboratories with inadequate mate- 
rial resources. But instead of neglecting the incident and beginning his work 
over again with other cultures, Fleming inspected the contaminated plate more 
closely and noticed that the colonies of staphylococci attacked by the microscopic 
fungus had become transparent over a wide area surrounding the zone originally 
contaminated. He realized that this effect was due to an antimicrobic substance 
secreted by the invading micro-organism and diffused into the medium of the 
preparation. Penicillin, the first of the antibiotics which were to revolutionize 
enormous sectors of therapeutics in a few years, was discovered in this way. 

Because of its long-range and unpredictable nature, any short-term appraisal 
of the results of basic research is likely to disclose only isolated instances of 
what are sometimes referred to as “payoffs.” Nevertheless, when assessing the 
results of basic research supported by the National Science Foundation since 
1952, it is apparent that these researches are making outstanding contributions 
to the advancement of scientific knowledge. 

One of the most effective measures for appraising the significance of results 
arising from research projects carried on with NSF support is the extent to 
which scientists’ reports of the supported research is accepted for publication 
by scientific journals and periodicals. Universallv, research scientists, upon 
completion of a discrete segment of their research, endeavor to have the research 
results published. It is through this medium that scientific accomplishments 
become known and the career and prestige of the scientist advanced. However, 
space in United States scientific journals is at a premium, and it is estimated 
that only one-fourth of research paper submitted for publication are actually 
published. While this situation is unfortunate from the standpoint of a fuller 
dissemination of scientific information, it does provide an effective measure of 
the significance of research results. With space at such a premium, journals 
will not publish an article unless the review board of the journal is convinced 
that it contains not only new, but significant, scientific facts. 

Through May 1, 1958, over 3,000 papers dealing with results of Foundation 
research were published in the various scientific journals. In addition to arti- 
cles published in journals, a considerable number of books, catalogs, bulletins, 
and other scientific documents have been published as a result of scientific re- 
search. 

The following examples are illustrative of the contribution of NSF supported 
research to the advancement of science and technology in the United States. It 
should be emphasized that, while these appear at this time to be among the 
more significant contributions it is quite likely that others, relatively unnoticed, 
now, May some day emerge as having been the most spectacular. 


Gene-enzyme relationships 

Investigator: Dr. Charles Yanofsky, Western Reserve University. 

Research carried on by Dr. Yanofsky with NSF support is augmenting con- 
siderably the existing store of scientific knowledge concerning gene action and 
interaction in the formation of specific enzymes. 

Of the problems of fundamental significance in genetics, none is more interest- 
ing, or more difficult, than that of determining how invisibly small genes produce 
their striking effects on the entire organism. Heretofore, the only general theory 
of gene action presumes that each gene elaborates some special enzyme required 
to mediate a particular biochemical reaction within the cell. 

Dr. Yanofsky is applying techniques which may be said to constitute one of 
the first truly critical tests of the gene-enzyme hypothesis. Using the bread 
mold neurospora, a popular organism in biochemical genetics, Dr. Yanofsky has 
produced strains unable to form a particular enzyme, due to a specific gene muta- 
tion. However, occasionally mutations of entirely unrelated genes somehow 
“wake up” the original mutant gene, permitting it to regain its capacity to pro- 
duce the enzyme. Assembling a large number of these stimulatory genes, Dr. 
Yanofsky has a potent tool to unlock the mystery of gene-enzyme relationships. 
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Temperature and growth 

Investigator: Dr. Paul J. Kramer, Duke University. 

Recent studies by Dr. Kramer, supported by a NSF grant, have disclosed new 
information regarding the relationship of temperature to plant growth which 
may prove highly significant in the area of forest management and of consequent 
value to the timber and lumber industry. 

Dr. Kramer’s studies have been directed primarily toward the relationship of 
various combinations of light and temperature to rate, duration, and total 
growth in representative forest tree seedlings. His results thus far indicate 
that high day temperatures produced increased height growth of loblolly pine 
and red oak seedlings but that high night temperatures cause decrease rate of 
growth. These data support the theory that the high night temperatures of 
midsummer night might be responsible for the cessation of growth of many tree 
species at that time and a limiting factor in the southward extension of certain 
northern species which occur only in the southern high altitude. 

In addition, Dr. Kramer demonstrated in the laboratory that both species grow 
more rapidly early in the season than in the second half of the growing season, 
but those exposed to coolest nights made more growth later in the season than 
those subjected to warm nights. He also found that individual trees seldom 
grow continuously for more than a few weeks at a time. 

The discoveries coming from Dr. Kramer’s investigations are of obvious im- 
portance to foresters and forest managers and to those scientists who are con- 
tinually endeavoring to solve the riddle of growth in plants. 

Total synthesis and reaction mechanisms 

Investigators: Dr. Woodward, Harvard University, Dr. Dyer, Georgia Institute 
of Technology, Dr. Morton, University of Akron. 

Organic chemists have long been aware of the special aspects of molecular 
structure—i. e., the fact that a given compound can exist in two forms which 
differ only in the geometrical relationship of a given group to the rest of the 
molecule. Only recently, though, has the vital importance of such spatial arrange- 
ments, or molecular configuration in chemical reactions been appreciated, and 
only very recently have chemists learned to manipulate molecules to produce the 
desired configuration. The great majority of chemical processes occurring in liv- 
ing organisms are strongly dependent in rate and course on these configurations, 
and attempts to understand and eventually to duplicate these vital processes de- 
mand an understanding of such factors. Likewise, the physical properties of 
many substances, natural or synthetic, are controlled by the configuration of the 
molecules. 

The National Science Foundation has supported a number of researches in 
this field of stereospecific synthesis, and a brief account of some of the studies 
follows: 

Dr. Woodward, of Harvard University, has completed the stereospecific 
synthesis of quinine, strychnine, and several antibiotics, and is presently con- 
tinuing his attack on colchicine and chlorophyll. Synthesis is the chemists’ first 
step in elucidating the structure of a molecule, and it is only when the 
stereochemical formula is known that meaningful results can be obtained on 
studies dealing with biosynthetic paths or modes of action. Dr. Woodward has 
developed a number of synthetic procedures which are aiding chemists through- 
out the world in meeting the steric requirements of their studies. 

Dr. Dyer, of the Georgia Institute of Technology, is similarly working on the 
stereochemistry of streptomycin. 

Dr. Morton, at the University of Akron, has been one of the pioneers in apply- 
ing ionic catalysts to polymerization reactions. He is currently studying the 
mechanism and kinetics of the stereospecific polymerization of isoprene. This 
sterically controlled polymerization occurs in the formation of natural rubber. 
The new methods of controlling such polymerizations—e. g., insuring that all 
bulky substituents are placed on one side of the chain, or alternating them 
regularly from side to side, have already produced many new synethetic sub- 
stances—potential fibers, rubbers, and plastics—with properties unknown in 
nature, and rapid development of this field by industry is already indicated. 


New elementary particle 


Investigator: Dr. J. W. Keuffel, University of Utah. 

In April 1958 Dr. Keuffel and his students at the University of Utah, working 
under an NSF grant, rediscovered a new particle of mass 550. This particle was 
reported by a Russian physicist in 1956 but subsequent searches for it failed to 
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substantiate it. Dr. Keuffel used a telescope of counters, including a Cerenkov 
counter. Through an ingenious arrangement, Dr. Keuffel could employ the bow 
waves of particles to sort out this heavy electron from other cosmic ray particles. 

This new particle has a mass equal to 550 ordinary electron masses. Its exist- 
ence will have a profound effect upon the kind of elementary particle theory 
which is currently being developed by theoretical physicists. At the present 
time Dr. Keuffel is tentatively calling this the X particle. 


TRAVEL LIMITATION 


Senator Magnuson. There is only one other item here. You still 
have the problem of travel limitations, do you not ? 

Dr. WarerMAN. Yes. 

Senator Magnuson. In that case the House reduced you $50,000 ? 

Dr. WATERMAN. Yes. 

Senator Magnuson. You are asking that that be restored on the 
basis that, first, you have more field installations to look after than you 
had before ¢ 

Dr. WaTeRMAN. We have more in the operating picture ourselves 
and we need to keep in contact with science throughout the country. 

Senator Magnuson. You need to keep that in contact. 

Secondly, there are more conferences going on and more meetings 
and more things than usual, in which I think it is of value to the 
Foundation to participate in, or to at least observe what is going on. 
So we will take a look at that. 

I think that is about all you have in here. 

I think I would like to put in the record this letter from Stacey, 
proposing this problem of spread, and then there are several letters 
from Senators here that we will put in the record. 

(The letters referred to follow :) 


STATE COLLEGE OF WASHINGTON, 
COLLEGE OF SCIENCES AND ARTS, 
DEPARTMENT OF CHEMISTRY, 
Pullman, Wash., April 4, 1958. 
Hon. WARREN G. MAGNUSON, 
United States Senate, 
Senate Office Building, Washington, D.C. 


My DEAR SENATOR MAGNusoON: It was a privilege for our WSC group from 
the physical sciences, headed by Dean B. Roger Ray, to become acquainted with 
you during your recent visit to Pullman and to discuss informally with you cer- 
tain views we hold concerning any graduate fellowship program sponsored by 
the Federal Government. Perhaps you might find it desirable for us to place 
in writing the salient points which were advanced during the discussion. 

We expressed our concern about two aspects of the present NSF fellowship 
program, which we feel needs revision in view of the probable expanded pro- 
grams now being considered by Congress. These two points involve (1) an 
inequitable distribution of fellowship awardees so that a major number are 
going to a very few institutions and a large majority of well-qualified institu- 
tions get relatively few fellows, (2) a loss of the teaching program of a dispro- 
portionate number of the best qualified graduate students as a result of these 
students being awarded fellowships for research. 

As to the first point, we emphasized that our well-qualified faculty and our 
very excellent research facilities are not being utilized to full advantage because 
of the lack of good graduate students, and that an increase in the number of 
graduate fellows at WSC as a result of a more equitable distribution of fellow- 
ships would strengthen our program in science education by a substantial degree 
and permit our maximum contribution to fundamental research. In like man- 
ner, a majority of the institutions sponsoring graduate programs in science 
throughout the United States would benefit. 
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In regard to the second point, we noted that both the institution and the 
graduate student greatly benefit by his participation in teaching. Without 
student assistance, the college teaching program would collapse because of in- 
adequate numbers of faculty members. It is by teaching that the student fre- 
quently is inspired to undertake a teaching career, with a resultant strengthen- 
ing of the overall scientific potential of the country. 

I personally mentioned that as a member of the committee on chemical educa- 
tion of the American Chemical Society, I would soon be involved in formulating 
resolutions involving the points mentioned above. I believe the following word- 
ing, that I am proposing, sets forth the position of our groups at WSC. 

“It is hereby resolved, That the American Chemical Society, acting through 
its council, heartily endorses a policy of granting graduate fellowships financed 
by public funds with provisions which recognize that teaching participation is 
frequently an important aspect of a fellow’s training and important in increas- 
ing the national pool of teaching talent, and thus should be encouraged by fur- 
nishing specific financial incentives as part of the terms of the fellowship: 
and it is 

“Further resolved, That the American Chemical Society, acting through its 
council, recommends that fellowship funds be provided to graduate-degree-grant- 
ing institutions upon application to the Federal agency administering these 
funds, and that the maximum funds available to such institutions within one 
State be determined by the total college enrollment within the State.” 

In line with your suggestion, I will notify you of the action taken by the society 
on these matters on or about April 18. 

Sincerely yours, 


GARDNER W. Sracy, 
Associate Professor of Chemistry. 


UNITED STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
April 29, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices and General Government 
Matters, Committee on Appropriations, United States Senate, Wash- 
ington, D.C. 


Dear Macere: You will undoubtedly recall our discussions over the past 
several years regarding the importance of adequate support of research and 
training in the sciences, and particularly the sciences dealing with man and 
his social environment. 

In this connection, I should like to endorse strongly the full budgetary request 
of the National Science Foundation for fiscal year 1959. The House action 
reduced the appropriation from $140 million to $115 million. In view of the 
critical situation we face in scientific research and development, I believe that 
restoration by your subcommittee of the full amount of $140 million is amply 
justified. 

I was unhappy to learn that of the $40 million requested by the Foundation 
and approved by the House for support of basic research, only $850,000 is 
assigned for support of the social sciences. As I stated on the floor of the Senate 
on February 4, 1958, I am convinced that the social sciences could properly 
spend 2 or 3 times this amount. 

You may remember that last year, in discusing the National Science Founda- 
tion’s budget for 1958, you and I agreed that it would be appropriate and de- 
sirable for the Foundation to spend, out of the total $40 million then appropri- 
ated to it, $1 million for its developing program in the social sciences. In view 
of the much larger sums being made available to the Foundation this year, I 
trust that your subcommittee will urge the Foundation to allocate at least 
$1,500,000 for research in the social sciences and that your subcommittee will 
also urge the Foundation to broaden and strengthen its program of social 
science fellowships. 

I shall not attempt to repeat here the numerous arguments in support of the 
social sciences which I have presented to the Senate on recent occasions. (See 
Congressional Record of June 3, June 12, and August 26, 1957, and February 
4, 1958.) Suffice it to say that, as the New York Times noted in an editorial 
last fall, the wider lesson of the sputniks involves not only education in the field 
of missiles or the natural sciences alone, but also our ability to examine our- 
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selves and our institutions and to improve our knowledge and methodology in 

the sciences dealing with man’s social behavior. It is obvious to all thinking 

men that greater knowledge about ourselves is as urgent as knowledge about 
outer space. Information about cosmic phenomena is valuable, indeed, but | 
we cannot afford to neglect our study of human behavior. It would be true 
folly to master our knowledge of other space and, at the same time, remain i 
ignorant of the inner man. 

Undoubtedly the National Science Foundation has made progress in the social 
sciences, but this is only a meager beginning. I believe the evidence is quite 
clear that the Foundation could profitably spend at least $1,500,000 for support 
of significant social science research and at least $500,000 more for support of 
graduate fellowships in the social sciences. For the record, I am appending 
herewith my exchange of correspondence last summer with Dr. Alan T. Water- 
man, Director of the National Science Foundation. 

I am very proud to have been associated with you in your efforts to promote 
the progress of all the sciences, including the sciences of man, through support 
of the programs of the National Science Foundation. You were among the first 
to recommend that the Foundation include a Division of the Social Sciences. 
I hope that it will not be too long before the National Science Board establishes 
such a division and gives to the social sciences the appropriate support and 
recognition they imperatively require in this time of crisis. 

Would you kindly include this letter in the printed record of the hearings 
on independent offices appropriation bill for 1959. 

With best personal regards. 

Sincerely, 


eT 


RPO 


WAYNE Morse. 


JULY 25, 1957. 
Dr. ALAN T. WATERMAN, 
Director, National Science Foundation, 
Washington, D.C. 


Dear Dr. WATERMAN: Your attention has undoubtedly been directed to the 
statements I made on the floor of the Senate on June 3 and June 12 in which I j 
supported the budgetary request of the National Science Foundation and called i 
attention to the need to strengthen the Foundation’s program of research grants ; 
and fellowships in the social sciences. I was very pleased to note the subse- | 
quent concurrence with these views expressed on July 9 by my distinguished col- 
league from Minnesota, Senator Hubert H. Humphrey. 
As you know, I was keenly disappointed in the final action of the Congress in 
limiting your 1958 appropriation to the 1957 level. I trust, however, that despite 
this limitation, you have been able to proceed with an expanded program in the 
important area of the social sciences. In this connection, I should greatly ap- 
preciate your advising me regarding the current status of our activities in sup- 
port of the social sciences. It would be particularly helpful to have information 
| on (1) your present level of support of research in the social sciences; (2) the 
extent to which you may have broadened the areas of social science support; and j 
(3) your present program of fellowships in the social sciences. | 


With assurances of my continued interest in and support of the activities of 
the National Science Foundation, I remain, 





Sincerely yours, 
. WAYNE Morse. 
. 
; NATIONAL SCIENCE FOUNDATION, 
} OFFICE OF THE DIRECTOR, 
Washington, D. C., August 2, 1957. 
j Hon. WAYNE Morse, 
i United Siates Senate, Washington, D.C. 
[ My Dear Senator Morse: Thank you for your letter of July 25, 1957, in which 
i you refer to your statements on the floor of the Senate regarding the 1958 budget 
; and social-science activities of the National Sciene Foundation. I am deeply ap- 
} preciative of your efforts in behalf of our program. 
k I note also your request for information regarding the current status of the | 
i foundation’s activities in support of the social sciences. Despite the severe 
H budgetary limitations under which we are operating, we have been able to allo- 

eate $600,000 for the support of basic research in the social sciences. This 
i represents a substantial increase over funds previously assigned to this activity. 
j 
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To administer these increased funds efficiently we have established, as of 
August 1, a unified social-science-research program under the general direction of 
the Associate Director (Research). This new program will support basic re- 
search in the anthropological, economic, and sociological sciences, as well as in the 
history and philosophy of science. We have broadened the scope of the social- 
science-support program to include, within these areas, support of research ir- 
respective of convergence with the natural sciences. 

As you know, our fellowship programs were broadened 2 years ago to provide 
for a limited number of fellowships in the fields of convergence of the natural 
and social sciences. In addition to fellowships in anthropology, geography, and 
psychology, which are considered part of our regular fellowship program, we 
have awarded, in the past 2 years, 30 fellowships in the convergent fields at 
the approximate cost of $94,000. It is anticipated that from 15 to 20 fellowships 
will be awarded this year to qualified applicants in the fields of natural science- 
social science convergence. In connection with our planning for fiscal year 
1959, we are giving serious consideration to the possibility of broadening further 
the scope of the social-science fields for which National Science Foundation 
fellowships may be given. 

I trust this provides you with the information you requested. I should be 
pleased to give you any further details you may wish. 

Once again, I should like to say how much we appreciate your continued 
support of the foundation’s programs. 

With kind regards. 

Sincerely yours, 


ALAN T. WATERMAN, Director. 


UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 


April 17, 1958. 
Hon. Cart HAYDEN, 


Chairman, Committee on Appropriations, 
United States Senate. 


DeaR SENATOR HAaypeN: On April 28, your committee will hold hearings on 
the independent offices appropriations bill, which includes appropriations for 
the National Science Foundation. 

I would appreciate your including in the record of these hearings the enclosed 
letter from the president of the University of Pennsylvania regarding the item 
for support of university facilities, which was cut by the House of Representa- 
tives. I believe Dr. Harnwell’s letter makes clear the importance of restoring 
the funds for facilities and I hope your committee will decide to include this 
item when you send the bill to the floor. 

Sincerely, 


JosepH S. CLARK. 


UNIVERSITY OF PENNSYLVANTA, 
OFFICE OF THE PRESIDENT, 
Philadelphia, April 15, 1958. 
Hon. Josepn S. CrLarK, 
United States Senate, 
Washington, D. C. 


DEAR SENATOR CLARK: It has come to our attention that the proposed budget 
of the National Science Foundation has had cut out of it by the House of 
Representatives all support for university “facilities.” We take the word 
“facilities” to mean such things as cyclotrons, large-scale automatic computing 
machines, ete. 

I would like to urge the support of such appropriation on the ground that the 
use for such facilities is an integral part and has, indeed, become a necessary 
part of basic research activities of great size and scope. For example, our 
computer center at the University of Pennsylvania, which began oneration 
after the gift to us of a $1% million Univac svstem, is giving broadside sup- 
port to a great varietv of schools and departments in their research. Examples 
of this variety include a large analysis for the Wharton School of Labor Sta- 
tistics to determine consumer demand: studies in “artificial intelligence” for 
the psychology department and the Moore School of Electrical Engineering; 
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studies of the linguistic structures of six romance languages for the correspond- 
ing department ; studies concerned with respiration, blood pressure, and muscular 
reactions for the Medical School, the Johnson Foundation, and the Eastern 
Pennsylvania Psychiatrie Institute; studies connected with atomic and nuclear 
physics for the physics department; and many problems for the various engi- 
neering schools including a study in the field of satellite science. Our computer 
center is also directly concerned with the general problem of language trans- 
lation. It has been handling problems for other institutions such as Swarth- 
more College, Temple University, Rensselaer Polytechnic Institute, the Eastern 
Pennsylvania Psychiatric Institute, ete. 

It is therefore obvious, Senator Clark, that such a facility as our computer 
center is a vital research adjunct to all sciences and professions which any 
one school or department could not support by itself since the upkeep is 
measured in hundreds of thousands of dollars. 

If the appropriation to the National Science Foundation is eut in this way, 
the university would have to attempt to shoulder this burden of interdepart- 
mental support in full. May I then urge action in the restoration of th's 
portion of the National Science Foundation appropriation. 

Very sincerely, 


GayLorp P. HARNWELL. 


AMERICAN COUNCIL ON EpucatTIon, 
OFFICE OF THE PRESIDENT, 
Washington, D. C., April 30, 1958. 
Senator WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices and General Government 
Matters, Committee on Appropriations, United States Senate, Washing- 
ton, D.C. 


DeraR SENATOR MaGnuson: The American Council on Education, through its 
committee on relationships of higher education to the Federal Government, has 
authorized me to express to the Subcommittee on Independent Offices and Gen- 
eral Government Matters of the Committee on Appropriations its conviction that 
the programs of the National Science Foundation are of fundamental import- 
ance to the educational and scientific progress of the United States, and that the 
request of the Foundation for a 1959 budget of $140 million merits the most 
eareful consideration. 

We are gratified to note that the House has approved that part of the budge- 
tary request which would allocate $40 million in support of basic research, and 
hope that your committee will find it possible to grant similar approval. The 
council strongly supports a larger volume of basic research for several reasons, 
one being that basic research is an essential part of any general program to in- 
crease the number of graduate students in science and engineering, an expansion 
which is vital to success in meeting the fast-growing demand for college teach- 
ers in these areas. We also favor restoration of the $5.3 million for research 
facilities which was omitted by the House, but which is highly important to the 
Nation’s scientific advance. 

The council, representing more than 1,000 colleges and universities, and more 
than 140 educational organizations, has a special interest in the National Science 
Foundation’s program in support of scientific manpower and is pleased to note 
that the House has approved the full request for $54,220,000 designated for the 
continuing programs in this area. We are concerned, however, that the request 
for $27 million for new programs in this area was disapproved. 

It should be noted that this omission would mean the loss of such proposals 
as the summer study program for graduate teaching assistants in science and 
mathematics, the training grants program, the summer conferences in science 
and mathematics for college teachers, the undergraduate laboratory training pro- 
gram, the teacher self-improvement program, the university-associated small- 
college program, and others. The council’s committee on relationships of higher 
education to the Federal Government, having given specific consideration to these 
new programs, strongly recommends that they be restored as an important factor 
in improving the quality and increasing the quantity of the Nation’s supply of 
scientists and other workers with technical training. These men and women are 
a critical need of the United States if we are to ensure the high quality of in- 
struction so essential to the maintenance of our position of world technological 
leadership. 

The National Science Foundation by sound and well-considered policies and 
procedures since its founding in 1950 has won the confidence of the teachers and 
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the administrative leaders in American education. We believe that funds made 
available to the Foundation are wisely and profitably expended. It is our opin- 
ion, therefore, that failure to provide adequate funds at this crucial time for the 
activities of the National Science Foundation might well prove to be an economy 
of tragic consequences to the United States. 
We ask that this statement be made a part of the record. 
Sincerely, 
ARTHUR 8. ADAMS. 


UnitTep States SENATE, 
COMMITTEE ON LABOR AND PUBLIC WELFARE, 
May 8, 1958. 
Hon. WARREN G. MAGNUSON, 
United States Senate, 
Washington, D.C. 


My Dear Senator: I tried to see you yesterday in light of the expected meet- 
ing of the Appropriations Subcommittee on Independent Offices, which was to be 
held this morning. This meeting has now been postponed, I understand, until 
next week. 

The reason for my call on you was because of the conference which I had with 
Dr. Waterman and one of his chief assistants on the appropriations request of 
the National Science Foundation. As you are aware, the House cut the full 
appropriation request of $140 million down to $115 million. Unfortunately, this 
$25 million difference eliminates some of the most important National Science 
Foundation plans for construction of new research projects. 

I want to go on record favoring the full restoration of the House cut and 
express the hope that the eloquence of you and the other conferees will convince 
the House of the importance of carrying through on the National Science Founda- 
tion program. This has special significance this year because of the excitement 
over sputnik and our desire to give our science research every opportunity to 
move ahead. I know you realize this, but I want you to know that I am right 
behind you. 

If you feel my appearance before the committee would be of help, I would be 
more than happy to appear and put in my layman’s thought on this important 
matter. 

Always cordially yours, 
H. ALEXANDER SMITH. 

Senator Magnuson. Unless there is anything further, we thank you 
very much. 

We will recess until 2 p. m. this afternoon. 


(Whereupon, at 12:20 p. m. the committee recessed until 2 p. m. 
of the same day.) 
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AFTERNOON SEssION (2 P. M., MonDAY, May 12, 1958) 
GENERAL SERVICES ADMINISTRATION 


Estimates OF APPROPRIATIONS FOR 1959 


STATEMENTS OF HON. FRANKLIN G. FLOETE, ADMINISTRATOR; 
EDWARD K. MILLS, JR., DEPUTY ADMINISTRATOR; MAX MEDLEY, 
COMPTROLLER; EDWARD C. SWEENEY, GENERAL COUNSEL, GSA; 
SAMUEL J. SCOTT, COMMISSIONER, TRANSPORTATION AND PUBLIC 
UTILITIES SERVICE; THOMAS A. KENNEDY, DEPUTY COMMIS- 
SIONER; F. W. DENNISTON, CHAIRMAN, SAGE TASK FORCE, GSA; 
HON. GORDON GRAY, DIRECTOR, 0DM; CHARLES H. KENDALL, 
GENERAL COUNSEL; RUSSELL HUGHES, ASSISTANT DIRECTOR 
FOR PRODUCTION, 0DM; ROBERT P. BEACH, ASSISTANT DEPUTY 
ADMINISTRATOR, OPERATIONS; AND THOMAS R. RAWLINGS, 
DIRECTOR, BARTER AND STOCKPILING DIVISION, COMMODITY 
STABILIZATION SERVICE, DEPARTMENT OF AGRICULTURE 


STRATEGIC AND CRITICAL MATERIALS 


Senator Magnuson. The committee will come to order. We are in 
executive session. The transcript will be reviewed for the deletion of 
classified information. 

We want to discuss, No. 1, the stockpile items. Mr. Floete is here and 
Mr. Gordon Gray is here. 

There was a request for $70 million, which the House did not allow 
but changed some language. They did not allow the $70 million. You 
may go ahead, Mr. Floete. 

Mr. FLoETe. This item of $70 million is requested almost entirely for 
reimbursing the Commodity Credit Corporation in line with the 
understanding that has existed for some time. We will have sufficient 
balances from 1958 to handle the relatively small portion of the new 
materials acquisition and enough for rotational purposes and stora 
costs, so the CCC reimbursement is the only thing in question at this 
moment. 

Mr. Gray is here representing the policy position and I believe the 
representatives of the Department of Agriculture who are directly 
involved are also here. 

I think it would be in order for Mr. Gray to advise you as to the 
policy position on this matter. 

Senator Magnuson. We will put the proposed amendment in the 
record at this point. 

(The material referred to follows :) 


GSA amendment No. 16 
STRATEGIC AND CRITICAL MATERIALS 


PROPOSED AMENDMENT 


On page 13 of bill, as reported to the House, strike out lines 19 through 21 
and insert in lieu thereof “For necessary expenses in carrying out the provisions 
of the Strategic and Critical Materials Stock Piling Act of July 23, 1946, 
including”. 
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On page 14, line 6 after “(b))” insert “, $70,000,000 to remain available until 
expended”. 


Budgetary data 
1050: budget eatinenteOs.s scsccnnendtasds eemstba eae tinea $70, 000, 000 
10GB -GpnTO righ OR en a cdiickdstinttinctietudiendet tect ae 0 
Change of. 1960: frown 100Gi n a on in ini +70, 000, 000 
1969 bill as: reported 00 TaeGiO es se eh ee a 0 
(Change:.from budget; estimate) os io. oe clase o (—70, 000, 000) 
Restoration proposed in this amendment_______-_________--__- +70, 000, 000 
Bill as changed by this amendment_________-__--_-___-_-~ 70, 000, 000 


LEGISLATIVE HISTORY 


GSA budget justifications.—Pages 248, 252, 253, and 255. 

House hearings.—Part 2, pages 312 through 380. 

House Report No. 1543—Page 10, “Strategic and critical materials: The 
committee has denied the $70 million requested for additional funding for this 
program. Current stockpile needs are presently being restudied and a recent 
report by a special stockpile advisory committee contains the following 
statement: 

“*The $7,350 million worth of strategic and critical materials in Government 
inventories, plus production in the United States and readily accessible foreign 
areas, with a few relatively minor exceptions could easily support an expanded 
defense industry for several war years.’ 

“The report also recommends that all stockpile planning should be revised 
to conform to the present policy, which limits new procurement to meeting 
shortages for a 3-year emergency period instead of the former 5-year objectives. 

“A $76,663,000 unobligated balance is anticipated at the end of this year, 
and such amount, plus recovery of certain other funds, is more than adequate 
to finance the program in 1959 without additional funding. The bill contains 
no funds for reinbursement to the Commodity Credit Corporation or the De- 
fense Production Act borrowing authority account. ‘The net requirements for 
stockpiling which have been approved by the committee are $53,308,000, includ- 
ing the following items: 














“Budget Recom- 

estimate mended 
Net cost of rotation itt itt tare a = Ste ame sccasagebacests SaCl ee $10, 184, 000 
Procurement of new materials by direct purchases. - seen 18, 800, 000 18, 800, 000 
Storage, handling, and other charges related to custody of materials_..._____- 23, 203, 900 21, 000, C00 
Operating expenses Joacim dace ees -ecskwtagia ai caibaba telcaenmuach aio uekaaaemana 3, 324, 000 3, 324, 000 








Total 1959 requirement__.........-- oh os ar i Ta laa sk OES 55, 511, 900 43, 308, 000 


“The Committee has expressed considerable interest to the General Services 
Administration in the nickel-processing plant at Nicaro, Cuba, in view of the 
extensive Government investment and the importance of this plant to the national 
defense. It is, therefore, suggested that this commitee, or, preferably, the Com- 
mittee on Armed Services, be kept advised on the status of this plant. Before 
further sizable sums are put into the project, or the property offered for sale, such 
action should also be specifically authorized by the Congress.” 


JUSTIFICATION OF THE AMENDMENT 


The question involved in this amendment for restoring the $70 million appropri- 
ation is whether the strategic materials acquired under the barter program are 
to be transferred to the national stockpile with reimbursement to the Commodity 
Credit Corporation. Plans for completing objectives for the national stockpile 
include acquisition of materials through barter, which source of supply cannot 
be utilized to the fullest extent unless this and future appropriation requests are 
granted. Amounts proposed for transfer are within the objectives established 
for the national stockpile. 
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Materials were acquired by CCC in exchange for agricultural commodities held 
by CCC. These materials were acquired by CCC as a result of ODM directives, 


with the understanding that CCC would be reimbursed from appropriations made 
to GSA. 


The action of the House in reducing funds for the purchase of materials from 
CCC will result in the retention of these materials in the inventories of the 
Corporation. The costs of storage, preservation, and interests on these materiais 
will continue to accumulate as a cost to the price-support program. GSA is in- 
formed by CCC that the annual increased cost to the price-support program for 
earrying $70 million worth of materials amounts to more than $2 million. 

Also, until CCC is reimbursed for the value of these materials, it is a charge 
against the borrowing authority of the Corporation and reduces the availability 
of CCC funds for price-support loans and purchases. 

The appropriation of $70 million for this purpose will not result in an increase 
in net Government expenditures. Rather, it transfers charges from CCC to the 
“Strategic and critical materials” appropriation. At the same time, it also pre- 


vents additional charges from being shown against price support, and frees CCC 
funds for its normal operations. 


FLUCTUATIONS IN PROGRAM REQUIREMENTS 


The House committee report, page 10, quoted above, itemized a total of $53,- 
308,000 as “the net requirements for stockpiling which have been approved by the 
committee * * *.” This could be interpreted as restricting the use of available 
funds in carrying out the stockpile program. 

The rate of acquisitions and deliveries is subject to changes in economic con- 
ditions that occur after estimates are prepared. The result is a fluctuation in 
workload as between fiscal years that often causes the rate of obligations to vary 
from those appearing in the budget estimates. 

It is assumed that such conditions and the resulting changes in program re- 


quirements are recognized and that available funds may be used to carry them 
out in a reasonable manner. 


Senator Maenuson. Mr. Gray, do you want to tell us a little bit 
about this? 


REIMBURSEMENT TO COMMODITY CREDIT CORPORATION 


Mr. Gray. As Mr. Floete said, what we are talking about here is 
funds for reimbursement to the Commodity Credit Corporation. 
There are no funds requested for any transfers from DPA. 

Concerning this $70 million item, I would just like to bring the com- 
mittee’s attention to the significance of the item from a management 
standpoint. 

The national stockpile has been accumulated not only by direct 
acquisitions for the purpose, but by various types of purposes from 
other programs such as industrial expansion programs, surplus-prop- 
erty disposal, and the barter of surplus agricultural commodities. 

By these means, two or more purposes have frequently been served 
by a single transaction. The exchange of agricultural services for 
needed strategic materials, for example, has been used not only to 
make progress toward strategic stockpile goals but, also, at the same 
time, dispose of surplus agricultural commodities. 

The Agricultural Trade Development and Assistance Act of 1954 
recognizes the desirability of the exchanges. 

Pursuant to this act, substantial amounts of materals have been ac- 

uired by the Commodity Credit Corporation, on the understanding 
that the materials would be transferred to the strategic stockpile as 
funds became available. 

The stockpile appropriations requested in the budget would be 
applied toward reimbursement of the Corporation for the materials 
acquired for the strategic stockpile through its barter operations. 
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Failure to provide this means for transferring materials would 
make the ee responsible for financing the accumulation of a 
strategic stockpile, even though this was not the intention when the 
acquisition was authorized. 

Therefore, I would urge the committee to restore the language in 
the bill providing the $70 million for the stockpile program. 


VALUE OF MATERIALS IN THE CRITICAL MATERIALS STOCKPILE 


Senator Dirksen. I wonder if we could get a firm, understandable, 
uncontroverted figure on inventory. I see, for instance, in the 
brochure in the introductory paragraph, section 1, $7,350 million 
worth of strategic and critical materials in Government inventories. 
That is one figure. 

Then, on page 2, there is the Committee for Human Survival and 
Relief stockpile items, principally medical, amounting to only about 
$200 million. 

Is that included in the $7.35 billion item ? 

Mr. Gray. I do not think it is. 

Senator Dirksen. On page 4, the strategic and critical materials 
stockpile is presently valued at about $6.2 billion. 

Mr. Kenpatu. The $6.2 billion is included. 

Senator Dirksen. That gives us a disparity. If vou take off $200 
million for medical, you still have $900 million. What is absent in that 
figure? Would it be anything in the reserve or equipment and supplies 
or anything else ? 


ACQUISITION COST OF ALL INVENTORIES 


Mr. Frorre. Here is the breakdown on acquisition cost of all of the 
inventories: National stockpile is $6.089 billion; supplemental, $272 
million; the Defense Production Act, $833 million; CCC barter, $173 
million, and then there are 2 smaller items: Texas Tin Smelter, $9 
million, and the Department of Interior, $20 million. 

That is a total of $7.397 billion. That is the total acquisition cost 
as of December 31. 

Senator Magnuson. That does not include your machine tool in- 
ventory, does it ? 

Mr. Fiorre. No. 

Senator Dirksen. You have $20 million in here, $9 million 

Mr. Friorre. 173 bartered. 

Senator Dirksen. Does CCC hold those now ? 

Mr. Frorerr. It ison their books. 

Senator Maenuson. As I understand it, Commodity Credit takes 
out of their agricultural stockpiles commodities that are there and 
then barter, and you have the barter but technically, they bill you for 
the amount they have taken out of their stockpile or the amount they 
use. Ts that correct? 

Mr. Frorre. That is correct. 

Senator Magnuson. Mr. Beach and Mr. Rawlings will tell us about 
that, but that is generally what happens? 

Senator Dirksen. In any event, about $170 million for CCC and 
$833 million for defense production ? 

Mr. Frorre. That is right. 
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Senator Dirksen. Who monitors or holds those presently ? 
Mr. Fuiorrr. The General Services Administration. 


SUPPLEMENTAL STOCKPILE 


Senator Dirksen. What about that supplemental of $272? What 
are the distinctions there ? 

Mr. Froerr, It is simply acquired under a different act and that 
is essentially the only difference. 

Senator Dirksen. Are they in the same range of materials? 

Mr. Frorre. Yes; they are. 
nee Drr«sen. And then $6.089 billion is your primary stock- 
pile? 

Mr. Fioere. That is right. 

Senator Dirksen. So it is roughly about $7.350 billion that would 
account for it. 

Mr. Froere. I do not know about the Pettibone committee figures. 
Their report is dated January 28, but I do not know what period they 
covered. This is a special committee that studied the stockpile. 

Senator Dirksen. Then you have the industrial reserve of plants 
and machine tooling; those are all outside? 

Mr. Gray. That is right. 


VALUE OF MATERIALS FROM CCC 


Senator Youne. What is the value of the strategic materials that 
you receive through the Department of Agriculture barter program, 
Public Law 480? What is the value of all of the commodities? 

Mr. Frorre. $173 million, but not under Public Law 480. 

Senator Youne. How much do they hold now that you will prob- 
ably be taking over? 

Mr. Froerr. I do not understand the question. 

Senator Youne. How much does the CCC now hold that they will 
probably be turning over ? 

Mr. Bracu. I would be glad to answer that. It was $173 million 
as of the date of Mr. Floete’s statement. As of March 31 it was $175.6 
million. That is the total amount of national stockpile items for 
which CCC has bartered agricultural commodities and for which it 
has not been reimbursed by GSA through this appropriation route. 

Senator Youne. That is the total amount bartered. 

Mr. Beracu. Bartered and still owned by CCC for the strategic 
stockpile. The actual custody of the materials is in the hands of GSA. 


REIMBURSABLE ITEMS 


Senator Youne. But CCC has not been reimbursed ? 

Mr. Bracu. That is right. This $70 million, of which you spoke 
a moment ago plus some other funds that GSA_has, represents the 
estimated portion of that $173 million that would be reimbursed in 
the fiscal year 1959. Ordinarily, there is a 2-year lag. 

Senator Dirksen. These gross amounts are unclassified figures, but 
item by item both amounts and quantities would be classified. We 
did not want to step over the line on these things. 

On the $70 million, is that to be classified testimony or not, the $70 
million that you want restored ? 
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Mr. Gray. I do not believe it is necessary. 


Senator Maenuson. What are the items, Mr. Beach; could you 
break those down ? 


MATERIALS INVOLVED IN THE BARTER PROGRAM 


Mr. Rawurnes. Sir, I have a breakdown which includes the $70 
million, plus the $26.2 million, which we understood would be car- 
ried over from prior appropriations, thus totaling $96.2 million. 
My total figure is $106.6 million, but that is because at the time the 
estimate was made, we did not anticipate $10 million extra deliveries; 
however, I can read the breakdown for the $106.6 million. 

It includes: Antimony, beryl ore, beryllium copper master alloy, 
copper—that is prc high-conductivity type and not the ordi- 
nary type—industrial diamond stones, ferrochrome, graphite, iodine 
(crude), mica, palladium, quartz crystals. 


COMMODITIES BARTERED 


Senator Magnuson. What do you give for that barter? What is the 
breakdown of the commodities? 

Mr. Rawiines. The primary ones would be wheat, corn, cotton, 
some of the feed grains, and then there are a number of items which 
are in very much smaller quantity. 

Senator Magnuson. In other words, you will barter any of the 
surpluses you have under your custody for the items that ODM and 
GSA say they need for this list ? 

Mr. Rawrrnes. Yes, sir; they approve the price. 

Senator Magnuson. How much do you charge for the wheat? Is 
it the going price or a price that would be lower than that? 

Mr. Rawitnes. The wheat price is the established export price by 
CCC the same as we charge for cash sales. Actually, it is the net export 
price. We do not allow the subsidy which gets into the domestic 
problem. 

TRANSPORTATION CHARGES 


Senator Magnuson. Does that take care of the transportation both 
ways? 

Mr. Rawttnes. The transportation is up to the United States firm 
with whom we are contracting, and we deliver to him in the hull of 
the ship or sometimes in store at port and he has to pay the ocean 
transportation to wherever he exports it. The strategic materials we 
take are delivered either f. 0. b. railroad cars or something like that, 
such as east coast, or sometimes we take delivery at stockpile location 
in order to move the most agricultural commodities. 

Senator Maenuson. You do that? 

Mr. Rawttnos. Yes, sir; but we only do that against materials 
which the ODM has nominated to us by directive as being eligible, 
within the quantity and time limitations and specifications which 
they say. 

Senator Maanuson. Therefore, the expense to the Commodity Credit 
Corporation is not only the surplus article itself, but the transportation 
of the surplus article to the place where the barter is made and the 
bringing back of the thing that has been bartered ? 

Mr. Rawutnes. The wheat is delivered at a price, say, in New Or- 
leans or New York, wherever it is—— 
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Senator Magnuson. Who picks it up there ? 

Mr. Rawutnes. The private United States contractor picks it up 
there and transports it on his own. 

Senator Youna. That is ata higher price? 

Mr. Bracu. No. The Corporation has an investment in the wheat 
at the time of the barter which recognizes the transportation and stor- 
age up to that time in the bushels of wheat that are bartered. The 
difference between that investment value and the market price of the 
wheat that is used for the calculation of this barter is counted against 
the price-support loss on the books of the Commodity Credit Cor- 
poration. 

Senator Youna. Do you give these barter people the same price for 
wheat as we do foreign countries in the International Wheat Agree- 
ment ? 

Mr. Bracn. That is right. 


DECLINE OF THE BARTER PROGRAM 


Senator Youne. You have practically discontinued the barter pro- 

ram. 

: Mr. Rawiines. It has been reduced sharply in the last year. 

Senator Younec. What have been the amounts in the last 6 months? 

Mr. Rawitines. I think, as of April 30, about $26 million from 
July 1, 1957, to April 30, 1958. 

Senator Youna. As against how much the year before ? 

Mr. Rawitnes. Last fiscal year we did about $272 million, maybe 
$268 million for the same period above mentioned. 

Senator Exrenper. Are you not able to increase that from the pres- 
ent rate? 

Mr. Rawutnes. Weare trying to. 

Senator Exrzenver. Who is stopping it? It strikes me that you 
ought to get complete cooperation here with ODM and all those who 
need those strategic materials. I would rather see a stack of those 
materials in my backyard than see a pile of wheat out there, and I 
think that is the attitude that you gentlemen ought to take. By all 
means we should keep it instead of giving it away, as we have in the 
past, and taking I O U’s, which are not worth too much. 


VALUE OF BARTER MATERIALS 


Mr. Fioere. I think it might be interesting to note, of the 20 items 
we have in the CCC stockpile representing $170 million, we valued 
them as of December 31, 1957, and they had a value of $178 million at 
that time. 

Seantor Youne. They increased in value? 

Mr. Fuorre. Yes. 

Senator Magnuson. The value of the stuff is around $170 million 
from this barter plan that you have? 

Mr. Fioere. That is approximately right. 

Senator Magnuson. But the loss to the CCC is 102? 

Mr. Bracu. No, sir. The CCC loss is the difference between the 
investment at the time the commodity is sold or bartered and the ex- 
port market price at that time. 

Senator Macnuson. How much is that ? 
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Mr. Beacu. I do not have the figure. 

Senator Maenuson. How do you arrive at $70 million? 

Mr. Beacn. That represents the actual market value of the strategic 
material at the time of the barter transaction. 

Senator Macnuson. The transaction has been completed ? 

Mr. Froere. Yes, sir. 

Senator Magnuson. So you know the value of the wheat and you do 
not consider the value of the things to you? They may be different; 
they may be of higher value than the $70 million. Would that not be 
correct ? 

Mr. Froere. I do not know just how Agriculture values it. 

Mr. Bracu. They are transferred to GSA at the cost value of the 
bartered materials. 

Senator Magnuson. But their actual value might be greater, that is 
the stuff that finally ends up in the stockpile. 

Mr. Gray. It could be greater or less. 

Senator Extenper. Who gets the benefit of that, the Department of 
Agriculture or you? 

Mr. Forte. Neither one of us, really gets the benefit. 

Mr. Gray. We are not in the business of procuring for the stock- 
pile for disposal. We should not look upon these dollar figures as 
profit or loss because we have acquired these materials not for the 
purpose 

Senator Macnuson. If there is any justification for the program 
at all, on both ends, particularly your end, it would be if you had to 
go out and buy the same materials on the open market, you would 
probs ibly have to pay a little more. 

Mr. Gray. Not only that, but we probably could not get them if 
we had to go out and get them ina hurry. 





REASON FOR DECLINE OF THE BARTER PROGRAM 


Senator ELLENpEerR. What has caused the decrease, from one hun- 
dred and seventy-odd million dollars to bare $26 million this year? 
What is the trouble there? Can you tell us? 

Mr. Gray. I do not believe I understand your figures. I do not 
believe there is any appreciable decrease in the value of those 
commodities. 

Senator Erienper. I am talking about the amount of trading that 
you did. Last year you took in one hundred and seventy some-odd 
million dollars and this year it is only a trickle and I understand it is 
getting less and less. Who is at fault there? What is the cause of it? 

Mr. Gray. I think the Department of Agriculture representatives 
would be better able to speak on that point. The barter program has 
not been as great in the last year as it was in the year previous. 

Senator Exrenper. Were you at fault in any manner? Did you 
buy for cash w gy you could have traded ? 

Mr. Gray. I donot think we in any way impeded the program. 

Senator Exienper. Are there any instances where you bought for 
cash where you probably could have bought for wheat if you had only 
given yourself a little more trouble or attention to it? I have found 


that ODM in the past—I know particularly the Army—preferred to 
use cash. 








350 INDEPENVENT OFFICES APPROPRIATIONS, 1959 


It is so easy to buy with cash rather than to trade in surplus 
commodities. 

Mr. Gray. I do not believe there has been any disposition to use 
cash. 

Senator ELLENpDER. You mean now ? 

Mr. Gray. Since I have known anything about it. 

Senator ExLenper. How long have you been with ODM? 

Mr. Gray. Since March 14, 1957. 

Senator Extenper. That is after the time that I speak of. 

Did you have any difficulty at all with ODM in getting them to take 
some of these materials? 

Mr. Bracu. Not that I know of. I think the basic explanation that 
you are seeking is one of a change in pe by the Department of 
Agriculture which requires a showing that any materials taken from 
the CCC inventory in a barter transaction must be in addition to those 
which would ordinarily be sold for cash to that country. 

In other words, there is required to be a showing of additionality 
above and beyond the additional sales. 

Senator Maenuson. How much are you selling for cash in the CCC? 

Mr. Beacu. The international wheat agreement governs the price 
in the case of wheat. We have sold about 60 percent of the total dis- 
posals of CCC inventories for cash. 

canaen Macenuson. The other 40 percent could be used for this pro- 

ram ? 
. Mr. Beacu. The other 40 percent represents donations of perishable 
commodities, Public Law 480 foreign currency sales, and the barter 
program primarily ; there are some sales to other Government agencies, 
but basically Public Law 480 is the largest other single disposal outlet. 

Senator Maenuson. Of course, ODM may reach the end of their 
stockpiling and they would not suggest any more barter. Would that 
not be true in some cases? Have you done that? 

Mr. Gray. I am not sure I understood the question. 

Senator Macnuson. If you do not request X number of tons of some 
of the strategic materials, if you have reached the end of your stock- 
piling on that, then CCC would not have any reason to barter for it, 
would they ? 


DIFFERENCE BETWEEN THE NATIONAL AND SUPPLEMENTAL STOCKPILES 


Mr. Gray. Perhaps we can get a little clearer picture of it, Senator. 

There are two stockpiles involved in all of this area that we are 
talking about. One is the national stockpile or the strategic and 
critical stockpile against which there have been barter acquisitions in 
the past. 

As I am sure this committee well knows, we are virtually completing 
the objectives in the strategic and criticals category. 

Also, under title IIT of the Agricultural Trade Development and 
Assistance Act, the Secretary of Agriculture is given the authority to 
barter surplus agricultural commodities for what is referred to as a 
supplemental stockpile, which is not done at our request as it is not the 
strategic stockpile. 

Senator Etienver. Who makes that stockpile ? 

Mr. Brac. The stockpile itself is managed in the same manner. 
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Mr. Gray. General Services Administration is the custodian. There 
is that additional barter which can take place which is not related 
to the requirements in the strategic stockpile. 

Senator Magnuson. Then who gets that? The General Services 
Administration just gets the X number of tons of something which is 
in the so-called supplemental. Is that not correct, whether or not 
ODM has asked for that amount or not. Is that not correct? 

Mr. Fioete. We do not ask for it. 

Senator Macnuson. That has now reached about $300 million, ac- 
cording to your best figures. 


METHOD OF REIMBURSING CCC 


Mr. Bracu. That stockpile is handled differently, as far as reim- 
bursing CCC. The Commodity Credit Corporation is reimbursed 
through a separate oes going through the regular appro- 
priation route for the Commodity Credit Corporation for items thet it 
determines to barter for, which go into the supplemental stockpile 
as distinct from the national stockpile. 

Senator Ettenper. As I recall the testimony before us about a month 
ago, ~_ was quite a profit made on some of these materials pur- 
chased, 

Mr. Bracu. There is an appreciation of value of some of those 
materials. 

EFFECT OF ADDITIONALITY 


Senator Youne. The same policy, as far as the law is concerned, of 
additionality applies to your giveaway program or other sales under 
Public Law 480. Why have you gotten so tough on the additionality 
policy with respect to barter and you are asking for additional billion 
of dollars for the other part of the program ? 

Certainly, we are not any more entitled to give owe oe sell at a 

t discount a farm ere countries any more than we would 
apr: the barter program. at is the difference? Why are you 
go tough on the barter ? 

iis. Balen. As I understand it, the requirements which have been 
made for the barter programs are comparable to those under the Pub- 
lic Law 480 pro. , Which requires any sales must be in addition to 
those which would be normally made. 

Senator Youne. Does not the same thing apply to the other part of 
the Public Law 480 program? You do not withhold sales to India 
and sell them wheat under Public Law 480 until you are satisfied that 
they have made their normal purchases. 

Mr. Beacu. That is what I am saying. They are applying the 
same rule to barter. 

Senator Youne. Why, then, are you practically discontinuing the 
barter program, and at a time when you are asking for additional bil- 
lions of dollars under the other title of Public Law 480? 

Mr. Bracu. That is a determination at the Secretary’s level. 

Senator Youne. I cannot understand why, as far as the law is 
concerned, the additionality policy applies to both parts of the surplus 
sales program. 

Mr. Rawttnas. No, sir; just the first one, by law, except that under 
title III the Secretary applied that in his discretion as protecting the 
funds and assets of the Corporation. 

25300—58—pt. 1—_—-23 
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Senator Youne. Would you go to Germany now and sell them, at a 
great discount, wheat or cotton under Public Law 480 before they made 
their normal purchases ? 

Mr. Rawuines. No, sir; we would want to be sure any commodities 
moving into Germany would be in addition to what they buy for 
dollars, and the price would be the identical price for which we are 
selling them for cash in export, and then the material which we would 
receive would be not more than the fair market value—and we use 
our friends in GSA to give us that advice. If the barter contractor 
who handles both sides of the transaction could figure out some way 
by which he could discount the agricultural commodity, maybe taking 
part of the profit by whatever other means, through monetary ex- 
changes or triangular transactions, could figure out a way to move 
it as additional business, we would not know the discount. That would 
beuptohim. We get our full export price. 

Senator Youne. Ucannot understand why you have a tougher policy 
regarding additionality when you deal with barter than you do under 
the other program where we practically give it away. We know we 
are never going to get anything out of most of those currency loans 
under Public Law 480. Why do you not apply the additionality policy 
as toughly on those sales as you do on the barter ? 

I know it is a policy that is determined above your level, but, cer- 
tainly, there is something wrong, because the United States Govern- 
ment could certainly get much more in dollar value out of barter than 
we do under these giveaway programs, 


NO MONEY LIMITATION ON BARTER 


Senator Macnvuson. Is there any limit to the bartering that you can 
do? 
Mr. Beacn. Not as far as money is concerned. It would depend on 
the amount of surplus agricultural commodities that we have. 
Senator Magnuson. You can barter to the end of surpluses, and that 
is as much as youcan do. There is no limitation, and GSA gets it and 
puts it in what we call the supplemental stockpile. 
Mr. Beacu. We are talking about supplemental stockpile items. 
They are items that are comparable—— 
Senator Maanuson. To what you read ? 
Mr. Rawirnes. I read the ones for the critical and strategic stock- 
iles. 
F Senator Magnuson. What is the difference between the type of ma- 
terial in the supplemental stockpile and the strategic and critical 
stockpile? There is no difference at all; is there? 


SAME MATERIALS IN BOTH STOCKPILES 


Mr. Rawiines. Except that under the supplemental this is a minor 
distinction. We only take materials that are less costly to store and 
nondeteriorating, whereupon if GSA at the instance of ODM suggest 
for us to acquire rubber for the supplemental stockpile and it would 
not store any better than cotton and it would have to be rotated, that 
would be a different thing, because it would not be less costly to store 
and nondeteriorating. 

The supplemental requires hard goods: metals and minerals. 
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INDUSTRIAL DIAMONDS 


Senator Youne. How much have you accumulated under the indus 
trial diamond program? What isthe value? 

Mr. Rawuines. There would be two parts. One would be for the 
strategic and one would be the supplemental stockpile: 

Senator Magnuson. But both would be the same type of ditantaddl 

Mr. Fvorre. The amount in the inventory of CCC—acquisition costs 
of $66 million, a little over 5 million carats. In the anppeane 
stockpile there is 2 million carats, about $25 million. 

Senator Younc. Has not the value of diamonds over a long period 
of years gradually increased ? 

Mr. Fiorre. Yes, there is a profit in industrial diamonds: |) 1 \4 

Senator Youne. That has been true for the last 50 years. It seems 
to me we would be as well off stockpiling diamonds as we would be 
buying gold to bury out there in Kentucky. 

Mr. Frorte. There is $6 million profit in those two items, 


STOCKPILING PROGRAM FOR 1959 


Senator Magnuson. On the strategic-critical stockpile, how muth 
money are you asking this year? 

Mr. Fiorre. $70 million. = 

Senator Magnuson. I am speaking of new procurement for yotit 
original strategic and critical materials. ie 

Mr. Frorre. $18.8 million. Same 

Senator Magnuson. Will that come close to completing your pro 
gram ¢ 

Mr. Frioere. No, but it is about what we figure we can obtain under 
present supply of these scarce items. 

Senator Magnuson. Some stuff you may have to replenish a as you 20 
along. Last year you had in here the percentages of the items. Now, 
ODM might change that as you move along, One material’ may become 
more important than the other. You would have to continue. | 

Mr. Gray. That is right. Generally speaking, as a result of the 
reviews that have been made, I think it is safe to say that the goals 
are going to go down rather than up, but we have for many of those 
commodities met any objective we should reasonably have and new 
procurement from now on is really going to be quite limited. a 


ALLOCATION OF FUNDS BY PROGRAMS 7 


Senator Magnuson. In your report to Congress where you list the 
items here, it tells pretty much on each item what you are doing and 
what percentages have been reached and their values. tn 

You are asking for $18.8 million for that program and then you ‘are 
asking for $70 million to take care of this barter program that’ adds 
a second Sh calien supplemental to the stockpile. Is that correct ? 

Mr. Gray. I do not think we have it quite clear yet.’ T think. Mr. 
Chairman, that reimbursement which we are requesting for CCC is 
to reimburse for all of those materials that CCC acanired for the 
strategic and critical stockpiles and not the supplemental... 

Mr. Beacu. That is correct. 
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Senator Macnuson. Maybe we can get this in focus. In effect, you 
— this year for the strategic and critical stockpile $88.8 
million. 

Mr. Gray. I do not believe that is actually correct. We are asking 
for $18.8 million for new procurement. That is clearly money for 
‘the strategic and critica] stockpile, but for the $70 million, we are ask- 
ing that CCC be reimbursed for those transactions which they carried 
out at our request for the strategic stockpile but I am not sure that we 
can say that if this $70 million is granted it will necessarily be used 
for strategic stockpile purposes in the future. 

Mr. Bracu. You are thinking of what CCC may use it for? 

Mr. Gray. That is correct. 


PAYMENTS TO CCC FOR PAST BARTER TBANSACTIONS 


Senator Macnuson. I thought you said this was for transactions 
that have already been completed. 

Mr: Bracu. I think what the Senator’says is correct. This $70 
million is to pay back CCC who acted as agent for ODM in bartering 
and acquiring these national stockpile materials. 

I think if you look at it that way, CCC is getting paid back for its 
outlay in procuring on behalf of ODM; to that extent you would have 
to say the $70 million is obviously to pay for national stockpile items. 

Senator Maenuson. The operation might have been completed in 
the last fiscal year or even prior to that? How long has this been 
in operation? It has been over a year; has it not? 

Mr. Beacu. That is correct. 

Senator Macnuson. You cannot ask for anything for these fellows 
in the future if you are just paying them back for what they have 
done. You do not have any item in for that. 

Mr. Gray. No, I think that is correct. | 

r Maenuson. Next year, you will probably come in and say 
they did so much this last year and we want to reimburse them again. 

Mr. Bracu. We have about a 2-year lag in the requests for the ap- 
propriation to reimburse CCC. : 

Senator Macnuson. So what we spent last year is what you spent 
directly for the strategic and critica] materials stockpile plus $70 mil- 
lion that is the cost of their program tothem. | 

Senator Younc. This $170 million of strategic materials that you 
are holding now is presently being charged against loss? 

Mr. Bracn. In the absence of reimbursement we would have to so 
charge it. At present we have $175 million worth of these materials, 
national stockpile materials. This $70 million plus the $26.2 million 
that GSA has from other sources will result in an estimated reimburse- 
ment to the Corporation of $96.2 million in the fiscal year 1959, which 
would leave roughly another $80 million of reimbursement due the 
Corporation for inventory that we presently hold, national strategic 
stockpile inventory. 


JEWEL BEARING PLANT AT ROLLA, N. DAK. 


Senator Youna. May I ask Mr. Floete and Mr. Gray what is hap- 
pening to the Government-operated jewel plant in Rolla, N. Dak. 
The present contract expires July 1 and they are presently making 
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jewels for Champion Spark Plug Co. which in turn are using for some 
defense contracts, are they not? 

Mr. Fiorre. They are waiting for the specifications from the De- 
fense Department which will cover their new types of bearing require- 
ments and we have already been in contact with the present operators, 
Bulova, and we expect to work out a deal with them prior to July 1, 
but it is only being held up now until we are sure of the specifications 
of items to be ered 

Senator Youne. Do you think arrangements will be worked out 
before July 1? 


Mr. Fioere. Yes, sir, there is no question about that. 


1959 OBLIGATION PROGRAM FOR STOCKPILING 


Senator Maenuson. I still do not know how much we spent last 
year for stockpiling, total. 

Mr. Meptry. Mr. Chairman, the budget includes an obligational 
program for 1959 of $234 million, we will have an unobligated balance 
from 1958 estimated at $77 million. 

We will make some additional savings of about $5 million on some 
further cutbacks of existing contracts. We expect to receive about $82 
million in receipts from rotation. That leaves us $70 million shy 
to carry out $234 million obligational program. 

So, that is the amount of the appropriation estimate that is in the 
budget. Now, the $233.7 million obligation includes $115 million 
for acquisition of materials of which the $18.8 million is materials ex- 

ected to be procured from the open market and between $96 and 
$97 million is what we will reimburse to Commodity Credit Corpora- 
tion. It will cost us another $92 million to replace materials that 
we have rotated, $23 million plus for custody of materials and operat- 
ing expense items that will come up to $3.324 million or a total ob- 
ligational program of $233.7 million. 

What we will reimburse them, if the budget estimate is enacted, is 
between $96 and $97 million, but the $70 million is merely the amount 
that we are shy to finance the obligational program of $233.7 million. 

Senator Macnuson. Then, they actually have $96 million coming, 
but you are shy $70 million to make that up? 

Mr. Meptey. That is right. As Mr. Beach has said, what they have 

rocured generally last year and, as the chairman further said, we will 
here in 1960 for what they actually procure in 15y. 

Senator Magnuson. Why do they not put the cost in their budget ? 
They give it to you and it belongs to the Government and the General 
Services Administration is the custodian. 

Mr. Meptey. I think the real answer to that, Mr. Chairman, is that 
it is things they have done for the national stockpile and that is in 
GSA’s budget—— 

Senator Maanuson. So therefore, it comes here. 

Mr. Meptey. Anything, as he also indicated, for the supplemental, 
they go to their appropriations committee for replenishment of their 
capital. 

Senator Maanuson. So, we are somewhere around $236 million in 
our plan for the next fiscal year. Is that correct? 

Mr. Meptey. $233.7 million. 
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OBLIGATION PROGRAMS FOR 1957 AND 1958 


Senator Macnuson. What was our figure for this last fiscal year? 
Tt was a little higher than that, was it not ? 

Mr. Meptey. For 1957 it was $279,030,210 and the estimate for 1958 
is $206.5 million. 

Senator Macnuson. We are lower for the whole program ? 

Mr. Meptry. Yes, sir. 

Senator Maenuson. But if this barter program were not in opera- 
tion, you would be much lower because of the direct purchases, because 
you are nearing the end of your stockpile except to keep it current. 

Mr. Gray. On rotational costs which are indicated, but as far as 
new procurement is concerned, that is way down. 

Senator Macnuson. So this is an added program that you are piling 
* some strategic materials for. 

Mr. Gray. It is one of the devices we are using to meet the goals 
in the strategic stockpile. 


BARTER MATERIALS FROM OUTSIDE THE UNITED STATES 


Senator Maenuson. It can only operate for materials that we can 
procure outside of the United States at reasonable costs. You would 
not suggest that they barter for some material that you could buy at 
home just as cheaply, would you? 

Mr. Gray. I do not think they carry on any barter transactions in 
the United States. 

Senator Macnvson. T know they do not, but here you have one pile 
here and they are giving another pile to you over here and most of it 
is the same stuff, but you would not suggest they go ahead because 
they get a chance to barter and add to this pile because they did not 
néed it and it was more expensive than you could get at home and you 
onlv operate at their request. 

Mr. Rawttnes. Only at their written request and within their ob- 
jectives. 

. Senator Macnvson. Are there any further questions ? 

*Senator Dirksen. This $70 million is predicated wholly upon de- 
ines needs and there is no other consideration involved. 

» Mr. Gray. Only strategic and critical stockpiles are involved. 


DOMESTIC MINERALS PROGRAM 


* Senator Drmxsen. There is no effort to integrate that purchase into 
the new minerals proposal that is before the Interior and Insular 
Affairs Committee ? 

Mr. Gray. No, sir. 

' Senator Macnuson. That would be a domestic purpose. 

Mr. Gray. That would be an entirely domestic program and not 
advanced as a defense measure but as a domestic support. 

‘Senator Dirksen. The purpose there is to keen the industry as 
happv as possible, but I do not think the stocknile will be able to escape 
the effects of it. that is to say, whether you subsidize or put on import- 
exnort or modify your tariff to keep it building. 

Ultimately, there has to be an outlet for it one way or another, if 
it can be exnorted ; if it cannot be absorbed by American industry and 
you are still trying to make a goal that is established in the States 
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and the stockpile will be your outlet, but as it stands now it has no 
relationship to anything else except our defense needs. 

Mr. Gray. The money we are talking about, that is right. 

Senator Magnuson. The barter is only made if and when you 
think you can use this extra amount. 

Mr. Gray. The CCC does not barter for the strategic and critical 
stockpile except upon our request upon written authorization. 

at Dirksen. Did you say anything about deterioration in the 
supply * 

Mr. Gray. We have not discussed it yet. 

Senator Magnuson. We have not discussed it yet, but the Depart- 
ment of Agriculture mentioned that it did not try to barter in articles 
that would deteriorate, unless requested by ODM. 

Mr. Beacu. For the supplemental stockpile, no. 


TRANSPORTATION OF BARTER MATERIALS 


Senator Maenuson. I ask this question for information: When X 
number of bushels of wheat are sent to country A for barter for this 
strategic material, who hauls the wheat to the country? 

Mr. Rawurnes. Since the wheat is delivered from CCC, title passes 
either in store or in the hull of the ship, United States port. It is 
entirely up to the United States firm with whom we have a contract 
to deliver those commodities to the foreign country and he may use 
foreign flag or any type of vessels. 

Senator Maenuson. Not 50-50? 

Mr. Rawutnos. No, sir. 

On materials coming this way from the foreign country to the 
United States, 50-50 has always applied. 

Senator Magnuson. But now you have your wheat on the way to 
country A and you made a deal to bring back some materials to here. 
Who hauls that back ? 

Mr. Rawiines. When the materials come from the foreign shore 
into the United States at least 50 percent must be in United States 
commercial flag vessels. 

The contractor arranges for it but we have to approve the ships 
and we keep tabs on it and he delivers that in the United States either 
in port or we may require him to take it to stockpile sites. 

Senator Maenuson. In any case, there is a private agent. 

Mr. Rawttnes. The United States firm is a private firm and he 
makes his own arrangements with the private shipping firm. 

Senator Macnuson. But this is Government stuff ? 

Mr. Rawtines. We have agreements only through private firms 
done through commercial channels. 

Senator Macnuson. Is that only an agreement to transport it? 

Mr. Rawtines. No, sir. We have an agreement with a United 
States firm or a legal entity of some jurisdiction of the United States 
and he agrees to deliver X tons of ore from offshore, out of the 
country at a certain price on which we check the price with our friends 
at DMS and if they approve, the contractor agrees to accept an equiv- 
alent value of wheat to be exported. 
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AGENT AS PRIME CONTRACTOR 


Senator Maenuson. But he is the agent. He makes the transaction. 

Mr. Rawtres. He is the prime contractor with us, CCC and the 
firm in New York, and he is responsible for taking the wheat or cotton 
from us at the delivery point in the United States and exporting it and 
then he is responsible for delivering the strategic material to us, back 
_ the United States, and the dollar value of the contract is based on 
that. 

Senator Magnuson. Outgoing, he can use any transportation he 
wishes, but with the ore, that belongs to the United States, he must 
use 50-50. 

Mr. Rawtitnas. Yes, sir. 

Senator Maenuson. Are they ship broker firms ? 

Mr. Rawiines. They are usually international firms dealing in 
exporting-importing ores and if you have a contract with an ore firm, 
he says, “I don’t know a thing about wheat,” so he will go to one of 
the grain handlers in the United States and they figure their own 
percentage for the grain exportation. 

They make all arrangements for the freight and hire. 


QUESTION OF FIGURE ON OUTGOING LOADS 


Senator Magnuson. Why do you figure 50-50 does not apply out- 
going? It isour wheat. 

Mr. Rawurnes. Title on the wheat passes at that point; that is, 
United States port. If we delivered that wheat to a foreign shore, 
50-50 would apply. 

Senator Magnuson. So it depends on where you technically deliver 
the title? 

Mr. Rawutnos. Yes, sir. 

Senator Macnuson. If you deliver the title f. 0. b. Baltimore or New 
Orleans, then it is up to him to get it there? 

Mr. Rawuineos. Yes, sir. 

Senator Magnuson. And most of the transactions however 

Mr. Rawirnos. That is different. 

Senator Magnuson. Does the committee understand the $70 mil- 
lion? I do not know whether they will approve or not. 

The Senator from Illinois and the chairman—I do not think we 
need the agricultural people here any longer unless we have some 
further questions. 

EMERGENCY COMMUNICATIONS SYSTEM 





Mr. Frorere. We have two items that we would like to have dis- 
cussed if it is convenient while Mr. Gray is here and then there would 
be no reason for him to stay. 

That is the emergency communications features under public build- 
ings and service items. 


DETERIORATION OF MATERIAL IN THE STOCKPILE 


Senator Macnuson. Let us not get off our stockpiling yet. We want 
to talk a little bit about the deterioration of stockpiles of material. 

When Mr. Gray was up for the ODM appropriation proper, we did 
have some discussion proper about the possible use of his money or his 


ee RES I ORR 











INDEPENDENT OFFICES APPROPRIATIONS, 1959 359 


funds or your funds to upgrade some of the materials we have in the 
stockpile and Mr. Gray suggested at that time, as I recall it, that he 
felt that his jurisdiction was not to the expenditure of,any money he 
had for stockpiling or would you direct him to, would not be used for 
upgrading any of the material. 

It should only be used for the purchase of raw material or the raw 
material. Is that correct ? 

Mr. Gray. If you add another cause, in those cases where we already 
have in the stockpiles sufficient quantities of materials meeting speci- 
fications the objectives we set. 


PUBLIC BUILDINGS SERVICE 
EMERGENCY COMMUNICATIONS SYSTEM 


Senator Maenuson. Now we can go to the communication problem 
while Mr. Gray is here. 

Mr. Gray. Mr. Chairman, this involves an item of $760,000 in GSA’s 
budget as part of its program for making the Government’s communi- 
cations services less vulnerable to interruption in the event of an attack 
on this country and we think this is an important program. 

In the event of an attack, communications would be essential to the 
maintenance of Government direction and for the support. of those 
military and human survival operations. Also, our national com- 
munications systems are convergent on our major ones which may 
be objectives of attack and if precautions are not taken essential com- 
munications may be disrupted at the time of their greatest need. 

In 1956 ODM requested GSA to undertake measures which would 
provide increased assurance that Government communications would 
remain operable under attack conditions. 

This request was made in recognition of the fact that the manage- 
ment of Government communications services is the statutory re- 
quirement of the Public Buildings Service of GSA. 

Also, it was in keeping with the concept that all departments and 
agencies which conduct their normal functions in such a way to im- 
prove the defense of the country without duplication of effort. 

GSA has developed a plan for improving emergency communica- 
tions capabilities within the Government communications system 
which is to be faced over several years. 

During the fiscal year 1958, $260,000 is being utilized for improvin 
the security of the western and eastern switching centers outside o 
Denver, Colo., and Washington, D. C., and for equipping alternate 
stations near 20 major cities. 


AMOUNT FOR COMMUNICATIONS, 1959 


The amount of $760,000 requested for fiscal year 1959 and the 
amount at issue here is for annual charges for equipment installed in 
1958 and for direction circuits and distribution charges in connection 
with the relocation sites of the regional and field offices of the Federal 
Government throughout the country. 

I believe that GSA is prepared to go into such detail on this as the 
committee may require. Our interest is in preparing measures against 
an attack and eliciting the best effort we can to make sure that we 
have communications in the case of an emergency. 
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Senator Magnuson. Was this amount asked for in the House? 

Mr. Fuoere. Yes, sir. 

Senator Macnuson. Did they turn you down? 

Mr. Froere. Yes, sir. 

Mr. Gray. Mr. Chairman, I think this comes in the category of items 
we have discussed before where we got mixed up in this procedures 
business, where the Thomas subcommittee in the House eliminated all 
mobilization preparedness funds, you will recall, and FCDA justified 
in a lump sum whereas, Mr. Andrews did not want us to come back 
and present a lump figure. 

Mr. Fvoere. It is part of a larger amount. 

Senator Dirksen. Did they assign a reason ? 

Senator Maenuson. No, it just said the $760,000 for the Office 
of Defense Mobilization activities has been denied. 

Mr. Gray. I would urge the committee to restore the money for 
this purpose. 

Senator Sauronstatt. Mr. Chairman. Does this not raise, Mr. 
Gray, the same question that we were discussing the other day as to 
whether this money should be in this appropriation or whether it 
should be assigned to you and charged to you and you pay it over? 

Mr. Gray. I think it would be in the same category, yes. 

Senator Macnuson. Or civil defense. It would be under civil de- 
fense, I suppose. 

Mr. Gray. If the Congress allows the President’s Reorganization 
Plan No. 1 to become law, it would have the same effect. 

Senator Maanuson. Are there any questions on this item of 
Mr. Gray? 

I believe you had another matter to take up while Mr. Gray was here. 

Mr. F.oere. No, this is the last one. 

Senator Macnuson. Thank you very much, Mr. Gray. 
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1959 ESTIMATE AND HOUSE ALLOWANCE 


Senator Magnuson. We will proceed now with the General Services 
Administration in open session. 

For the purpose of the record, the appropriation for 1958 was 
$265,913,100. The budget estimate for 1959, $332,905,000 and the 
House recommended $454,422,900 or a plus over the 1958 appropria- 
re $188,509,000 and a plus over the 1959 budget estimate of $121 
million. 

There are several requests for restorations here. We can proceed 
with them as you wish, Mr. Floete. You have submitted to the com- 
mittee a letter which we will put in the record in full along with your 
— amendments and I guess these go with each item, do they 
not 

Mr. Fvoers. Yes, sir. 

(The letter referred to follows:) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., March 27, 1958: 

Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill for 1959, United States Senate, Washington, D.C. 


Deak Mr. CHAIRMAN: In response to your letter of March 21, 1958, we fe- 
quest an opportunity to appear before your committee to explain the effect 
of changes from the budget estimates of the General Services Administra- 
tion in the independent offices appropriation bill for 1959 as reported to the 
House. 

At the same time I would like to explain certain amendments to the bill which 
I will propose. These amendments in the usual form will be delivered to the 
committee staff by April 8, 1958, as requested. 

Sincerely yours, 


FRANKLIN FLoete, Administrator.‘ 
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GSA amendment No. 1 
OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE 
PROPOSED AMENDMENT 


On page 9, line 18, of the bill as reported to the House, strike out “$133,039,- 
000” and insert in lieu thereof “$138,430,000.” 


Budgetary data 


Re Ns iin oii ic end oda el $138, 500, 000 
1958 appropriation: 

EE I: TR ok iin th ene aan ea oe $130, 339, 000 
Supplemental (wage board) —-__-__________ * 2, 350, 000 
Transfers and comparative transfers______ —160, 300 

132, 528, 700 

Change of 1959 from comparative 1958_____._._-________ +5, 971, 300 

2260 Gill an Gaparted: to Tie BOUne. 65 3 ean cise ce 133, 039,000 

Change from tbe budget estimate... ion sen nn nh enn —5, 461, 000 

Restoration proposed in this amendment__-_---_--.----_---_____- +5, 391, 000 

Bill as changed by this amendment____.__-____-_________ 138, 430, 000 


2 Reduced from $3,150,000 shown in budget estimates. 


LEGISLATIVE HISTORY 


GSA budget justifications: Pages 13-59. 

House hearings: Part 2, pages 54-87. 

House Report No. 1548: Page 8: “Operating expenses, Public Buildings 
Service.—The bill provides $133,039,000 for this item, the same amount as was 
appropriated in 1958 including funds recommended in the Second Supplemental 
Appropriation Act for 1958 now pending in the Congress. This is a reduction 
of $5,461,000 in the budget estimate. In providing the same amount as in the 
current year, the committee is not convinced of the need for the increase re- 
quested in the budget estimates. * * * The $760,000 requested for Office of 
Defense Mobilization activities has been specifically denied.” 


JUSTIFICATION OF THE AMENDMENT 


The House committee denied any increase for 1959 over 1958 since it was not 
convinced of the need for the increases set forth in the budget estimate. 

The work entailed under certain of these increases is virtually mandatory 
on GSA. If funds are not provided, it will be necessary to offset the cost by re- 
ducing cleaning and other buildings maintenance services below the present 
level which is considered inadequate. This would mean a reduction of over 
1,000 employees now on the rolls. 

This amendment proposes restoration of amounts to meet essential increases 
as follows: 

(a) For 1,240,998 square feet of leased space throughout the United 

States which was financed by appropriations to tenant agen- 

cies in 1958. Funds are excluded from their appropriation 

estimates for 1959 and included here for the first time. 

(Agencies are listed on p. 19 of budget justifications.) _.____ $3, 195, 000 
(b) For 344,000 square feet of additional leased space for tenant 

agencies to house increased employment throughout the United 

States. No provision for this space is included in their esti- 


TGR DOE Bes = ap sl ce ee a ee ig 1, 214, 400 
(c) For a full year of contributions to the retirement fund for some 

15,200 employees financed by this item__-_---.---___-________ 155, 300 
(d) For recurring rental charges for the emergency communications 

equipment installed during 1957 and 1958___________-______ 260, 000 


(e) For providing communication facilities between the GSA system 
and agency relocation sites. This part of the program is nec- 
essary to comply with the request of ODM and to meet agency 
INCU ic me ect mnpencae nein gs Sad iia inicio patna 500, 000 
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(f) For increase electrical consumption by agencies in Government- 
owned buildings for electronic computer, air conditioning, and 





other electrically operated equipment___.__._________--______ 300, 000 

"Botail: quboaetiesh Uc ecastacattaiier eisai eecmasisnateiee 5, 624, 700 

Less costs for operations in 1958 not required in 1959__.__.__________ — 233, 500 
ORI ie ee en eee een a 5, 391, 200 

TN ain itt ssc en wissen clarence ea a ie a 5, 391, 000 


Attention is directed to the fact that no provision is made for increased wage 
board costs for (1) annualizing in 1959 increases authorized during fiscal year 
1958; or (2) increases to be authorized during 1959 fiscal year. The appropria- 
tion for 1959 wil] be apportioned on a deficiency basis under sec. 210 of Public 
Law 85-48 in anticipation of a 1959 supplemental to cover such costs. 

It is urged that the restoration coyered by this amendment be approved. 


GSA Amendment No. 2 
OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE (TRAVEL LIMITATION) 


PROPOSED AMENDMENT 


On page 9, line 18, of the bill as reported to the House, strike out “$222,000” 
and insert in lieu thereof “$281,300.” 


Budgetary data 


1950. biiiget Gatiminte 202 8) ek ee i odin ge oh eee $281, 300 
1966 Timftation In @nnus)] attain ek se el ed le Be 222, 000 

Change of 1060 from 190Gsooc lL cle Ae ee +59, 300 
1600 bi ne reported 66 TRIGGNE sii ee aca oi aie 222, 000 
Change from budget estimate oo ee ees. —59, 300 
Restoration proposed in this amendment _____-_--_______--__---__--- +59, 300 





Bill as changed by this amendment____--__----.-----____-_-_- 281, 300 


LEGISLATIVE HISTORY 


GSA budget justifications: Pages 24, 42, 44, 48, 50, 53, 59. 
House hearings: Part 2, page 5. 
House Report No. 1543 : Not mentioned. 


JUSTIFICATION OF THE AMENDMENT 


On page 5 of the House hearings, GSA stressed the inadequacy of travel limita- 
tions for 1958 and the fact that supervision in the field had been handicapped 
by curtailed travel funds. It was also emphasized that the governmentwide 
Operation Alert exercises, for which the GSA cost for travel last year was 
$89,000, have aggravated the travel limitation situation. A large share of this 
travel was charged to this item. 

The House committee reported the appropriation for this item at the same 
amount as for 1958. It is apparent that it followed the 1958 policy as to travel, 
overlooking the current adverse situation. 

Appeal is made to restore the full amount of the budget estimate. 
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REPAIR AND IMPROVEMENT, FEDERALLY OWNED BUILDINGS 


Statement of Effect of Change in House Bill From the Budget Estimate 








Budgetary data 
En STII, nsec rcighetpimcnsachrmecemnamieoattaeair ce $50, 000, 000 
1958 appropriation in annual act.........._________ $65, 000, 000 
1957 balance available in 1958_...___.______-________ 11, 372, 922 
——————-__ 76, 372, 922 
gi Ree eS —26, 372, 922. 
1959 Bill as reported to House__..______--__-_._-___ 75, 000, 000 
Ciaee fGen Wedyet estimate....2 8 +25, 000, 000 
Change from 1958 availability__....._________..-.-.___.____.____ —1, 372, 922 


LEGISLATIVE HISTORY 


GSA budget justifications: Pages 60-96. 

House hearings: Part 2, pages 124-136. 

House Report No. 1543: Page 8: 

“Repair and improvement, federally owned buildings —The committee recom- 
mends $75 million for repairs and modernization of Government-owned build- 
ings. This is $25 million more than the budget estimate and $10 million over 
the current year. This appropriation provides funds for keeping 4,600 Federal, 
buildings with more than 101.3 million net square feet in proper condition. A 
backlog of work has been accumulating for seventeen years and today it totals 
$472 million. 

This program is particularly important at this time since unemployment has 
now reached 5 million. In view of this increasing unemployment problem, 
now is the time to get this job done, and attain a double objective. However, 
the GSA is urged to use sound business judgment in selecting projects. Some 
examples of uneconomical projects have been brought to the attention of the 
committee. 

EFFECT OF HOUSE COMMITTEE ACTION 


GSA is completely in accord with the objectives set forth in the House report. 

However, the $750,000 for deposit in the Administrative Operations Fund as 
included in the $50 million budget estimate will not be adequate for the $75 
million program under the House bill. It is estimated that the $750,000 must 
be increased to $915,000 to support the program under the bill as reported 
to the House, although this does not affect the amount to be appropriated. 


GSA amendment No. 3 


SrTeEs AND EXPENSES, PURCHASE CONTRACT PROJECTS 


PROPOSED AMENDMENT 


Beginning on page 10, line 15, of the bill as reported to the House, strike out 
everything through page 11, line 14, and insert in lieu thereof: 


“SITES AND EXPENSES, PURCHASE CONTRACT PROJECTS” 


“For an additional amount for expenses necessary in carrying out the provisions 
of the Public Buildings Purchase Contract Act of 1954 (40 U. S. C. 356), not other- 
wise provided for, including preparation of drawings and specifications, by 
contract or otherwise ; acquisition of sites, including soil investigations and tests ; 
rental, alteration, and repair of temporary space required for activities displaced 
from buildings located on sites to be utilized for construction; restoration of 
such space; moving Government agencies to such space or completed build- 
ings; furnishings and equipment ; not to exceed $200,000 for expenses of travel; 
administrative expenses; and for preliminary planning of public buildings 
projects; $38,000,000, to remain available until expended, and not to exceed 
$500,000 of this amount shall be available for construction of small public build- 
ings projects outside the District of Columbia pursuant to the Public Buildings 
Act of May 25, 1926, as amended (40 U. 8. C. 341).” 


eo ee 
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Budgetary data 


TOG8 budget estimate: esol die iat ok a eee ee eee $20, 000, 000 
1958 appropriation in annual act._...-.-..-._-___.--_ 20, 000, 000 
Change of 1000 froth 190B i itiniisdien ceiinnacess Balsa iis 0 


1959 bill as reported to House___.._-_.___________ 
Change from budget catimateno hoe ick cectescneccen 18, 000, 000 
Restoration proposed in this amendment___.__...._______________ 0 


Bill as changed by this amendment_._______....-..________ 38, 000, 000. 


LEGISLATIVE HISTORY 


GSA budget justification : Pages 97-110. 

House hearings : Part 2, pages 138-162, 166-172. 

House report No. 1543: 

Pages 2-5: General observations on construction program. 

Page 8 (specifically) : 

“Sites and enpenses, public buildings projects ——The bill contains $38,000,000 
for expenses necessary in connection with acquiring sites and preparing plans 
for public buildings projects. This is an increase of $18 million over the amount 
appropriated in 1958 and the budget estimate for 1959, and is the amount the 
General Services Administration says is necessary to complete site acquisition 
and prepare plans for all presently approved public buildings projects. 

“The committee has deleted the budget language for moving and rental 
costs for agencies to be displaced by new construction. This sites and planning 
item is intended specifically for acquiring sites and preparing plans. All neces- 
sary moving and other related costs should be financed by the (Operating Ex- 
penses,) Public Buildings Service. (Parentheses supplied.) 

“The provision in the bill last year providing that no part of the sites and 
planning appropriation may be used for planning Federal office building No. 7 in 
the District of Columbia has been continued for another year.” 

House floor action: Congressional Record, March 26, 1958, pages 4750, 4751, 
4754, 4755, 4763, 4764, 4768, 4769, 4770, 4771, 4776, 4777, 4783-4792. 


GENERAL 


The budget estimates for 1959 were based on the continuation of the lease- 
purchase contract method of financing construction of public buildings. The 
House bill abandons this method in favor of financing by direct appropriations. 

The executive branch policy is to continue the lease-purchase method of fi- 
nancing. Based on this policy GSA proposes a series of amendments which 
restore the financing methods proposed in the 1959 budget. A brief description 
of these amendments follows: 

Amendment No. 3 restores language in the budget estimate to permit financing 
of costs preliminary to construction by lease-purchase. It also permits financing 
of moving and related costs from the sites and expenses appropriation which 
was omitted by the House committee. 

Amendment No. 4, presented separately under “Construction, public buildings 
projects,” proposes deletion of the direct appropriation provided in the House 
bill to finance construction costs. 

Amendment No. 5, presented separately under “Payments, public buildings pur- 
chase contracts,” deletes the proviso which would restore the use of any funds 
for certain activities related to lease-purchase contracts. The amendment sub- 
stitutes language identical with that proposed in the budget, and provides 
authority to enter into lease-purchase contracts for all projects which the 
House bill intended to finance by direct appropriation and four projects in the 
District of Columbia. 

AMENDMENT NO. 3 


As set forth above, each line of the proposed language is given a letter to 
facilitate identification in the following justification. 

The language beginning with the word “rental” on line e, and ending with 
“equipment” on line i, was included in the budget estimate. It was omitted by 
the House committee with the explanation that this appropriation is intended 
for sites and plans and that the moving and related costs should be financed 
from “Operating expenses, PBS.” GSA believes that this appropriation should 
be used to finance all expenses for new building except the cost of construction 


25300—58—pt. 1——24 
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whether by lease-purchase or direct appropriation. Since the Public Buildings 
Act of 1926, it has been customary to finance all temporary or nonrecurring costs 
involved in a construction project or program from appropriations specifically 
for the project or program. It is not until a building is completed, ready for 
occupancy and regular recurring operations begin that they are picked up 
under “Operating expenses, PBS.” 

In line “k” the proposed amendment retains the $38 million included by the 
House in lieu of $20 million in the budget estimate. This increased amount will 
enable GSA to accelerate site acquisition and plan preparation for some projects. 
It should be made clear, however, that the explanation in the House report of 
what the amount covers is no longer applicable due to an additional $1,950,000 
for rental and moving expenses, etc., covered in the preceding paragraph, and 
$500,000 for other small projects outside the District of Columbia. 

In line “1”, $500,000 is included for small projects outside the District of 
Columbia. This is identical with House bill (p. 10, line 24) and the same amount 
was provided in 1958. 

Amendment 3 omits two provisos inserted by the House beginning on page 11, 
line 2, The first proviso which would permit consolidation of the item in the 
House bill with certain prior appropriations is unnecessary as the title proposed 
in the amendment is identical with that for 1958. The second proviso prohibiting 
the use of funds under this head for Federal Office Building No. 7 is unnecessary 
in view of GSA proposed amendment No. 6 for restoring the item for plans for 
that building which was included in the budget estimates. 

Approval of the proposed amendment is urged. 


GSA Amendment No. 4 
CONSTRUCTION, PUBLIC BUILDINGS PROJECT 
PROPOSED AMENDMENT 


Beginning on page 11, line 15, of the bill as reported to the House, strike out 
everything through line 22. 


Budgetary data 
Bere I i ee a seen ele eiecaes 0 
Te I ai senor sccipinnline bn mare eet eae alien pion an healed 0 
NIT: OU NEED NID I ioe eetsiiaitaeemmiotpeierreeneenconrenan 0 
I nO NE Di I each ergs eprint insite aren cura ssotoons $177, 255, 000 
IAIN nN, RIC, CT oe emcee +177, 255, 000 
Restoration proposed in this amendment __-______-______-_-_______ —177, 255, 000 
Bill as changed by this amendment__________--____---__-__ 0 


i 


LEGISLATIVE HISTORY 


GSA budget justifications: (Not included). House hearings: Part 2, pages 
152-163 ; House Report No. 1543: Pages 2-5: 

“Construction of public buildings projects by direct appropriations.”—The 
$177,255,000 the committee has included for financing construction of 66 public 
buildings projects by direct appropriation includes all the buildings projects which 
were proposed for construction in the budget estimates under the lease-purchase 
program except 4 proposed for the District of Columbia, and 2 others. All 
projects have been approved by the Public Works Committees. The four Dis- 
trict of Columbia projects are deferred because the committee is definitely of the 
opinion a public buildings construction program should be initiated in other 
parts of the United States where extensive unemployment exists before huge 
projects begin in the District of Columbia. However, the planning on such 
projects may proceed as funds are provided in the bill to continue developing 
plans and specifications for all approved projects. This includes 14 other au- 
thorized projects outside the District of Columbia which the Administrator said 
cannot be placed under construction in 1959 even If funds were appropriated now. 
A list of such projects is on page 5. 

“The committee believes that the decision of Congress not to renew the lease- 
purchase program last year was an affirmative decision to terminate the program. 
It has been over 3% years since the Public Buildings Purchase Contract Act of 
1954 was enacted, and only one building has been built. 





el 
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“The General Services Administration in 1958 requested $335 million from the 
Bureau of the Budget for public buildings construction by direct appropriation, 
and again asked $400 million this year, and was refused both times. 

“The committee requested the General Accounting Office to prepare an analysis 
of the comparable costs of constructing buildings by direct appropriation and 
Jease-purchase. The study indicates that it costs at least $1.64 under lease-pur- 
chase to buy the same amount of building as $1 does by direct appropriation. 

“During the hearing on the bill the committee requested the Administrator 
of the General Services Administration not to bind the United States on any 
more lease-purchase contracts until the committee advised him to the contrary. 
However, despite the committee’s request, and demonstrated savings under the 
direct appropriation method of construction, the Administrator ignored the re- 
quest and within the last 2 weeks has signed 2 lease-purchase contracts and 
advises the committee that he intends to sign 26 others. 

“The committee also requested Mr. Stans, the new Director of the Bureau of 
the Budget, not to force the Administrator to enter into any commitments for 
lease-purchase which would obligate the United States. The committee further 
advised him that the question whether the buildings would be constructed by 
direct. appropriations would be settled by the Congress within a few days. Mr. 
Stans ignored the request stating that lease-purchase was an administration 
policy. The committee feels that the new Director was arbitrary and clearly 
showed no respect for the congressional request. 

“Despite the action of the Bureau of the Budget in proceeding with the lease- 
purchase program the committee is recommending a construction program 
financed by direct appropriations which saves many millions of dollars. A list 
of the projects for which construction funds are included in the bill and esti- 
mated cost if such projects were constructed by lease-purchase is as follows :” 
(There follows a list of 66 projects.) 

House floor action: Congressional Record, March 26, 1958, pages 4750, 4751, 
4754, 4755, 4763, 4764, 4768, 4769, 4770, 4771, 4776, 4777, 4783-4791. 


JUSTIFICATION OF THE AMENDMENT 


The executive branch policy is to continue ‘the lease-purchase method of 
financing construction of public buildings. It is proposed in this amendment 
to delete this item for financing construction by direct appropriations, consistent 
with this policy. 

GSA Amendment No. 5 


PAYMENTS, PUBLIC BUILDINGS PURCHASE CONTRACTS ( LIMITATION) 
PROPOSED AMENDMENT 


Beginning with the word “That” on page 12, line 2, of the bill as reported to 
the House, strike out everything through line 6 and insert in lieu thereof 
“That the Administrator of General Services may enter into contracts during 
the fiscal year 1959 for which the aggregate of annual payments for amortiza- 
tion of principal and interest thereon shall not exceed $11,000,000, in addi- 
tion to the unused portion of the $12,000,000 limitation applicable prior to 
July 1, 1958, under the Independent Offices Appropriation Act, 1958 (71 Stat. 
230) .” 


Budgetary data 
1959 budget estimate 


scan cians sri andiiin tanita ganas netbians..ne $1, 265, 000 
1006 appropriation in anndal AC... .<-.<<srssencHnssitieiies Geka 1, 331, 100 

CRBS OF TIOP BIOUE Bettini nace skis see a eae —66, 100 
TOG, Belk A TODGEGOG By in rcpt nek csencanemendeiel 310, 900 
Ohasge from budget Gstiiate sacccig se i et nee sien —9h4, 100 
Resteration proposed by this amendment___.-__-_____--_---__--_- e 


Bill as changed by this amendment_______--.__-_____--__-- 810, 900 
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LEGISLATIVE HISTORY 


GSA budget justifications: Pages 111-114. 

House hearings: Part 2, pages 163-166. 

House Report No. 1543: Page 8: 

“Payments, public buildings purchase contracts.—There is provided $310,900 
for payment of principal, interest, taxes, and other expenses for 4 projects 
which will be completed during 1959. The 4 projects and the amount for each 
are: Rock Island, Ill., $132,300; Council Bluffs, Iowa, $77,300; Kansas City, 
Kans., $30,400; and Burlington, Iowa, $70,900.” 

House floor action: Congressional Record, March 26, 1958, pages 4785-4792 
(Two amendments offered but rejected). 


JUSTIFICATION OF THE AMENDMENT 


The executive branch policy is to continue the lease-purchase method of 
financing construction of public buildings. Consistent with this policy, deletion 
of the proviso restricting the use of any funds for that purpose is proposed. 

Further continuation of the lease-purchase program is dependent upon an 
authorization to enter into contracts during 1959 within a specific limitation. 
Such a provision identical in language and amount with the budget estimate is 
proposed. 

Circumstances since preparation of budget estimates have reduced the esti- 
mated amount necessary to meet payments of principal, interest and taxes to 
become due during 1959. It is believed that the amount provided in the House 
bill will be adequate to meet all such payments in 1959. However, payments 
cannot be limited to the four projects listed in the House report since under 
the contract terms, payments of taxes during construction will be required on 
some projects. 

Approval of the proposed amendment is urged. 


GSA Amendment No. 6 


Construction, U. 8S. Court or CLAIMS AND FEDERAL OFFICE BUILDING, 
WASHINGTON, D. C. 


PROPOSED AMENDMENT 


On page 12, following line 6, insert “Construction, United States Court of 
Calims and Federal Office Building, Washington, D. C.: For expenses necessary 
for preparation of plans and specifications for a building in Washington, D. C.., : 
for use of the United States Court of Claims, and agencies of the executive : 
branch of the Government, pursuant to the provisions of the Public Buildings 
Act of May 25, 1926, as amended (40 U. S. C. 341), $1,200,000, to remain available i 
until expended.” (See alsoGSA Amendment No. 3.) | 


Budgetary data 


DR hate is i ee a ee i ak $1, 200, 000 
1958 appropriation (new item for 1959)____..___________________ 0 


House Report No. 1543: Page 8: 

“Construction, United States Court of Claims and Federal office building, 
Washington, D. C.* * * The committee has not allowed * * * $1,200,000 for 
drawings and specifications for the building in the District of Culumbia * * * 
All projects in the District of Columbia have been deferred. * * *” 


ee 0G ee ee Nas cess Ginocksbadcmucusanoe +1, 200, 000 
1959 bill as reported to House__....._-_--..-------.--_________- 0 
Ghante from budget estimate... ow nnienccsccceclli ise seine —1, 200, 000 } 
Restoration proposed in this amendment__--_--------___---_-~-- +1, 200, 000 ) 
Bill as changed by this amendment______-___-____--___-__.. 1, 200, 000 
LEGISLATIVE HISTORY 
GSA budget justifications: Pages 115-117. 
House hearings: Part 2, pages 172-174. 

| 
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JUSTIFICATION OF THE AMENDMENT 


This amendment proposes reinstatement of an item included in the 1959 
budget, but not included in the House bill. . 

The item provides for the preparation of plans and specifications for the con- 
struction of Federal Office Building No. 7 on square 167 in Washington, D. C., 
to accommodate the United States Court of Claims, agencies of the Executive 
Office of the President and other Federal agencies. 

The need for providing addition facilities in the District of Columbia has be- 
come critical. Temporary buildings constructed only for use during a limited 
period still provide over 6,000,000 square feet of space for agencies in the metro- 


‘politan area. These buildings contain substandard space and are costly to 


maintain. 

The proposed building will make possible, both directly and indirectly, the 
removal of some agencies from temporary buildings, thus permitting their de- 
molition. It will also provide needed space for the United States Court of 
Claims and the Executive Office of the President. 

The reinstatement of the $1,200,000 eliminated by the House is urgently re- 
quested in order to provide needed facilities for certain Federal activities in the 
District of Columbia. 

GSA Amendment No. 7 


ConsTRUCTION, Untrep States Mission Buriprine, New York, N. Y. 
PROPOSED AMENDMENT 


On page 12, following line 6, insert “Construction, United States Mission 
Building, New York, N. Y.: For construction of a building in New York, N. Y., 
for use as the headquarters of the United States Mission to the United Nations, 
pursuant to the provisions of the Public Buildings Act of May 25, 1926, as 
amended (40 U. S. C. 341), $3,975,000, to remain available until expended.” 


Budgetary data 





2000 budeet entinente os el ee a Be ee $3, 975, 000 
1958 appropriation (new item for 1959)__.__-..--______-__--____ , 
Change of 1000 frei TO0B. oe ee ae OLS +8, 975, 000 
1960 bill as reported to House... 1.1... ~~. sebniscisi bw 0 
Change from. brdigiet eptimateiincsc ascitic eniln desc ndba —3, 975, 000 
Restoration proposed in this amendment____..-..______--_----_- +8, 975, 000 
Bill as changed by this amendment__.......__..__-_..--_- 8, 975, 000 


LEGISLATIVE HISTORY 


GSA budget justifications : Pages 118—120. 

House hearings: Part 2, pages 37-43, 174-176. 

House Report No. 1543: Page 8: 

“* * * Construction, United States mission building, New York, N. ¥.—The 
Committee has not allowed * * * $3,975,000 for construction of the building in 
New York City * * * the committee suggests that the New York project be 
reviewed and more consideration given to constructing a building that will 
make better use of the high-cost land and more adequately serve the space needs 
of the Government in New York City.” 

House floor action: Congressional Record, March 26, 1958, page 4772: 

“Mr. Gross. Mr. Chairman, I should like to ask a. member of the committee, 
perhaps the chairman of the subcommittee, a question or two concerning this 
bill. Is there any money in the bill for construction. of a building in New York 
City for the United Nation? 

“Mr. THomas. No. 

“Mr. Gross. That went out? 

“Mr. THomaAs. Yes. 

“Mr. Gross. I am glad to hear the gentleman say so * * *.” 





UNITED STATES MISSION TO THE UNITED NATIONS 
NEED FOR SEPARATE BUILDING FOR THE MISSION 
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JUSTIFICATION OF THE AMENDMENT 
This amendment proposes reinstatement of an item included in the 1959 budget, 
but not included in the House bill. 
The representative of the United States of America to the United Nations has 
supplied the following statement as to need for the building which is submitted 
as justification for reinstating the item as originally submitted in the 1959 
budget. 
The House Appropriations Committee on March 21 withheld the requested 
appropriation of $3,975,000 for construction of a new mission office building and 
suggested “that the New York project be reviewed and more consideration given 
to constructing a building that will make better use of the high-cost land and 
more adequately serve the space needs of the Government in New York City.” 
In July 1955, when the design and construction of the mission building was 
under consideration, this question was thoroughly investigated by the mission 
with the collaboration of the General Services Administration, the State Depart- 
ment, and the Bureau of the Budget. The Bureau of the Budget felt that every 
practical way should be explored for more economical use of the land without 
jeopardizing the major objectives in constructing a building for the United 
States Mission. After investigation it was decided that the best solution to the 
problem was a separate building at the United Nations site for single occupancy 
by the mission. The reasons for this conclusion were as follows: 
1. The primary reason for constructing a new building is that of security. 
The importance of the classified information used in the operation of the mission 
is so great that the utmost protection is essential. Every known method and the 
most intensive control practices are being used to ensure security. However, the 
basic requirement is a safe physical layout, without which it is impossible even 
with all reasonable precautions to obtain adequate security. 
2. The security authorities of the Government declare that maximum security 
can only be é6btained in a building devoted exclusively to the mission. In 1953 
an exhaustive security study by the State Department Security Office of the 
operations of the mission resulted in recommendations that the mission be moved 
from present quarters and that new space selected be limited to noncommercial 
type building with single and sole occupancy by the mission. 
8. Among the most important factors on which security depends are: 
(a) carefully planned and supervised procedures for handling classified 
papers and information, 
(b) a high degree of discipline among the persons involved, and 
(c) control of access by outside individuals. 
In a building shared with other organizations all three of these factors are to 
some degree undermined. The most serious jeopardy is introduced when space is 
shared with commercial firms where the organization can have neither control 
nor knowledge of the individuals involved. However, the major factor in degrad- 
ing security control in a sharing arrangement is the inclusion of personnel not 
under the direction and discipline of the Chief of Mission. This would apply to 
sharing a building with other United States Government activities both because 
of the control of personnel and the control of visitors. 
4. The plans for the proposed United States mission building are the result 
of intensive work over the past 26 months by the architects, the staff of the 
United States mission, the Office of Security and other offices concerned in the 
Department of State, and by the General Services Administration. A major ' 
concern in design has been security control and this factor has determined the 
basic features of the plan. The plan provides for security control of access to 
the building and maximum facility of surveillance for all of the activities which 
are to take place within the building. The principal segments of the building 
structure are arranged to provide maximum insulation of sensitive activities 
against penetration by all known means. 
5. The location selected as highly desirable for the United States mission at 
the United Nations site is not desirable for a general United States office build- 
ing. It does not meet the criteria usually sought for such a building in terms 
of available transportation, eating facilities for personnel, or proximity to re- 
lated activities. Those Government operations which involve direct services 
to the public should be placed in locations convenient to the specific groups 
served. Those connected with activities of various commercial and other func- 
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tional centers in New York are most efficiently cated near such centers.. The 
Department of State after the above-mentioned «ludy determined that it would 
not be practical to locate any of its other activities at the United States mission 
site. The General Services Administration determined that while the location 
is ideal for the mission, it did not meet their requirements for general Govern- 
ment office space in New York City. 

6. The design of the United States mission building specifically for the ae- 
tivities of the mission will provide a highly efficient and effective basis of oper- 
ations. If a general Federal office building is to be substituted many of these 
values would be sacrificed. For example, in the present plan every square fuot 
of space is carefully arranged for optimum utilization in the accomplishment of 
of the objectives of the mission. This applies not merely to office space, which 
in itself is on a conservative business standard, but also to lobby space, con- 
ference rooms, facilities for handling visitors, both individually and in groups, 
press, radio and television services, and the various functional activities unique 
to an American Embassy, such as communications, which require special instal- 
lations. 

7. The amount of space which can be made available for general Government 
use, even at the sacrifice of the important values mentioned above, would not 
be significant. The top of the building as now designed is at the top limit allowed 
within the zoning laws at its specific location. Additional height can be added 
only in receding steps toward the back of the building. Also, the additional space 
that could be obtained by making the building a solid block covering the entire 
land area would be completely without windows. 

8. The character of the building as representing the United States in the 
United Nations would be radically altered with the mission merely one of the 
tenants. This intangible factor is believed to be of considerable importance in 
view of the significance of the United States mission as a symbol in the eyes 
of the representatives of all the other countries of the world which will see it 
daily. This factor is also important because of the impression on diplomatic 
visitors to the mission. In this connection, it must be remembered that 80 
countries are represented here at the highest diplomatic level. 

9. The importance of this matter at this particular time is enhanced by the 
fact that the Soviet Union has obtained the necessary clearances to build a 
building near the U. N. to house their activities. The rumor was current that 
they wanted the lot opposite the delegates entrance which, fort:mately, we have 
obtained. 


It is urged that. the item be inserted in the bill as proposed.by this 
amendment. 
GSA Amendment No. 8 


OPERATING EXPENSES, FEDERAL Suppry SERVICE 
PROPOSED AMENDMENT 


On page 12, line 12, of the bill as reported to the House, strike out “$3,360,000" 
and insert in lieu thereof “$3,615,000.” 


Budgetary data 


Teeew Wee COCs tG ics cseints waeeentlcnnes nants $3, 615, 000 
1958 appropriation in annual act__....________________ $3, 360, 000 
Transfer from “Operating expenses, Public Building 
I iin sstceshnk pained lsiee sia tect ieee aa at ee 67, 000 
Comparative transfer, salaries and expenses, Office of 
PAA EGO ici cs ciiosictr ep tpirttaneeiinr a ea 19, 000 
8, 446, 600 
Change of 1959 from comparative 1958__________________-___ +168, 400 
TeOu bill ae reported: to Meuse. s----=-5a-555555,605556.22 0 2S 3, 360, 000 
Change ‘from budget estieateccs=scncca52 507 US ee —255, 000 
Restoration proposed in this amendment____________-_-_-_-_-_ +255, 000 


eso ee 


Bill as changed by this amendment_________.______________. 3. 61%, 000 
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LEGISLATIVE HISTORY 


GSA budget justification: Pages 122-171. 

House hearings: Part 2, pages 177-224. 

House Report No. 1543: Page 9: 

“Operating expenses, Federal Supply Service-—The committee has provided 
a $3,360,000 appropriation, plus $1,865,000 from proceeds received from disposi- 
tion of surplus personal property for the Federal Supply Service. The total 
amount available is an increase of $265,000 over the current year and a reduc- 
tion of $255,000 in the budget estimate. The entire increase is for the surplus 
personal-property utilization and disposal program which is designed to increase 
the dollar return to the Government from sales of such surplus property.” 


JUSTIFICATION OF THE AMENDMENT 


The House committee provided only the same amount as the appropriation 
for 1958 and denied the following increases for programs which are considered 
essential to the management of personal property activities financed by this item. 

Federal catalog participation, $67,000—GSA has agreed to reimburse DOD 
for processing civil-agency items identified and described by GSA into the Fed- 
eral catalog system and assignment of numbers to civil-agency items where no 
identical military item has been cataloged. These services are essential to the 
program and cannot be obtained unless GSA meets its share of DOD expense. 
Accordingly, funds for these services in 1958 were obtained by transfer from 
“Operating expenses, Public Buildings Service” under authority of the 2 percent 
flexibility provision of the 1958 act. This is a recurring expense which must be 
provided for under this head, and has been deducted from the “Operating ex- 
penses, Public Building Service” base for 1959. 

Supply management, $100,000.—Improvements in methods and procedures in 
governmentwide supply practices are developed by this activity. However, 
maximum economies and savings in supply operations of other agencies cannot be 
realized without continuous on-site technical assistance and surveillance. Cov- 
erage of the 12 major and 40 smaller agencies by only 6 technical specialists in 
1958 produced good results, but proved inadequate to achieve the desired effective- 
ness. The addition of 6 specialists in 1959 will provide 1 for each major agency, 
with resulting economies worth several times the cost. 

Service direction, $10,000.—This increase is necessary to continue the staff at 
the 1958 level and for increased cost of penalty mail for expanded programs. 

Administrative operations, $78,000.—T wo factors are involved here. (1) Cost 
data for administrative operations support for this program disclose that finan- 
cing for 1958 is deficient in comparison to workload. This relationship of fi- 
nancing to workload should be corrected, and the 1959 budget estimate provides 
$58,400 toward accomplishing this objective. (2) Certain functions of agency- 
wide application costing $60,000 that were previously provided by “Salaries and 
expenses, Office of Administrator” are being financed in 1959 by the principal 
operating expense appropriation of each service. The share of costs for these 
functions chargeable to this item is $19,600. 

It is urged that the full amount of the proposed.amendment be restored. 


GSA Amendment No. 9 
Expenses, Supery DIstTRIBUTION 
PROPOSED AMENDMENT 


On page 13, line 3, of the bill as reported to the House, strike out “$18,165,000” 
and insert in lieu thereof “$19,500,000”. 


Budgetary data 


IDI: SOUL eg a $19, 500, 000 
Reon expropriation in anutial act... ok neancapesinerionion 17, 765, 000 
Se iin 
en On pee EE COUN Ae ko +1, 735, 000 

Sr I Us PCUNTIDED “UD i i it cs esheees ececcesescemeoanasodenes 18, 165, 000 
perenne» rues "UI ROI a oe a ee —1, 335, 000 


Restoration proposed in this amendment 





Bill as changed by this amendment______________-____... ~. 19, fW), 000 
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LEGISLATIVE HISTORY 


GSA budget justifications: Pages 172-192. 

House hearings: Part 2, pages 225-240. 

House report No. 1543: Page 9: 

“Eaepenses, supply distribution—The committee recommends $18,165,000 for 
this activity, which is a reduction of $1,335,000 in the budget estimate and 
$400,000 more than the 1958 appropriation. The entire amount of increase over 
1958 is for stores operations, for which $7 million is provided. No part of the 


increase requested has been approved for administrative operations or the other 
activities financed by this item.” 


JUSTIFICATION OF THE AMENDMENT 


The House committee allowed $7 million for stores operations, only $8,300 less 
than the budget estimate for that activity. Therefore, it is apparent that the 
House committee did not disagree with the stores sales program proposed for 
1959 of $163.4 million. However, the reduction of $1,335,000, or 10.7 percent, 
directed to be applied to other supporting activities under this appropriation— 
warehouse space, buying, inspections, and administrative operations—throws the 
program out of balance. 

The increase in stores sales cannot be achieved without a corresponding in- 
crease in (a) buying commodities to be sold, (b) space to warehouse the increased 
stock, (c) inspection of commodities to insure quality, and (d) paying for com- 
modities bought, and billing and collecting for commodities sold. 

The budget estimate for 1959 reflects a balance between all of these activities 
which years of experience has demonstrated to be essential for conducting effi- 
cient operations, 

It is urged that the item be restored to the full amount of the budget estimate. 
This will bring all activities into proper balance with the $16.2 million increase 
in stores sales ($147.2 million to $163.4 million) apparently agreed to by the 


House, and to provide for the increase of $19.7 million in direct delivery sales 
($109.5 million to $129.2 million). 


GSA amendment No. 10 
EXPENSES, SUPPLY DISTRIBUTION (TRAVEL LIMITATION) 
PROPOSED AMENDMENT 


On page 13, line 3, of the bill as reported to the House, strike out “$120,000” 
and insert in lieu thereof “‘$150,000”. 


Budgetary data 


TUN eat” Ce eae $150, 000 
TOUS TiittNClod ‘TN GU Bln rete enterenatunescdasd=siierat 117, 000 
Chasen Of 1000: rh On oi tinct onic tein +33, 000 
1900 DIR as reported te House. Woo a eee 120, 000 
Change from budeet Gqttmneten oan nnn cc ci eetineenenenqeeent —30, 
Restoration proposed in this amendment__---.------_~-.-~---------- +30, 000 
Bill as changed by this amendment___--._-----_-----.~-_--~--- 150, 000 


LEGISLATIVE HISTORY 


GSA budget justifications: Pages 176, 182, 185, 192. 
House hearings: Part 2, page 5. 
House Report No. 1543: Not mentioned. 


JUSTIFICATION OF THE AMENDMENT 


On page 5 of the House hearings, GSA stressed the inadequacy of travel limi- 
tations in the 1958 annual act and the fact that supervision in the field had been 
handicapped by curtailed travel. 

The $150,000 for travel in the 1959 budget for this item reflects the best esti- 
mate of travel to perform and properly supervise operations in the field. 
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The small increase over 1958 of $3,000 provided in the House bill is inadequate 
in face of increased sales program of $35.9 million, or 14 percent. It is urged 
that the full amount of the limitation in the budget estimate for this item be 
restored. 

GSA Amendment No. 11 


GENERAL SUPPLY FUND (CAPITAL) 
PROPOSED AMENDMENT 
On page 13, after line 3, of the bill as reported to the House, insert “General 
Supply Fund: To increase the general supply fund established by the Federal 
Property and Administrative Services Act of 1949, as amended (5 U. S. C. 630g), 
$15,000,000, to be immediately available.” 


Budgetary datu 





eI, ON nn ld eS cdele wits ered $15, 000, 000 
Igoe appropriation in annual @ct. 1.3 nk Ln 12, 500, 000 

EMS CRE REDUIEY RUIN FO ans nsec mnepnserirw eencwsnieicbdebn-es +-2, 500, 000 
1959 bill as reported to House_________________--_- Neb 0 
Chemie from budget eptimiate ek sk i i ee 15, 000, 000 
Restoration proposed in this amendment_____---...________-_____- +15, 000, 000 

Bill as changed by this amendment_____-....-_._-____-------- 15, 000, 000 


LEGISLATIVE HISTORY 


GSA budget justifications : Pages 193-202. 

House hearings : Pages 241-245. 

House Report No. 1543: Page 9: 

“General supply fund.—The existing capitalization of this fund is $78,900,000, 
and an increase of $15 million requested in the 1959 estimates has been denied. 
It is alleged that the General Services Administration has to wait at least 45 
days for some agencies to pay their bills. The committee has requested the 
Bureau of the Budget to urge all agencies to pay bills on time since they have 
the money available and thereby save appropriating the $15 million requested 
for additional capital.” 

House floor aciton: Congressional Record, March 27, 1958, pages 4989-4990. 


JUSTIFICATION OF THE AMENDMENT 


Testimony before the House committee was intended to emphasize 2 areas 
wherein continued close cooperation by customer agencies was essential to insure 
oat of the requested appropriation of $15 million additional capital, as 
ollows: 

(a) Advances by larger agencies aggregating $13.4 million. 

(b) Prompt payment of bills by agencies within 45 days after the date of 
billing. 

The making of advances and the 45-day payment schedule are specifically 
authorized in section 109 (b) of the Federal Property and Administrative Serv- 
ices Act of 1949, as amended by section 3 (a) of Public Law 754, 81st Congress. 
House Report No. 2747, 81st Congress, 2d Session, explained that amendment 
as follows: 

“Section 109 (b) is modified to provide for the reimbursement to the General 
Services Administration, where an advance of funds is not made, out of funds 
of the requisitioning agency in accordance with accounting procedures approved 
by the Comptroller General rather than, as is provided by existing law, on 
vouchers prepared by the requisitioning agency on the basis of itemized invoices 
submitted by the Administrator and receiving reports evidencing the delivery to 
the requisitioning agency of such supplies or services. The section is further 
modified so that, where the requisitioning agency shall not have made payment 
within 45 days after the date of billing by the Administrator or the date on which 
an actual liability for supplies or services is incurred by the Administrator, 
whichever is the later, reimbursement may be obtained by him by the issuance 
of transfer and counterwarrants or other lawful transfer documents supported 
by itemized invoices.” 
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The Comptroller General’s regulations for carrying out the payment aspects 
are provided in Title 7: Standardized Fiscal Procedures, General Accounting 
Office, section 4230.10, as follows: 

“Agencies reimbursing General Services Administration for invoices to be 
credited to ‘47X4530 General Supply Fund, General Services Administration,’ 
will make payment monthly within 45 days of the date of billing.” 

Consolidation of billings into one payment to effect overall savings to the 
Government is the concept behind the quoted regulation. Under this provision, 
and allowing for nominal processing time through the Treasury Department, 
Division of Disbursement, 45 days of billed receivables are considered about 
minimum. Reducing this time appreciably could increase payment workload and 
costs by customer agencies and the Treasury Department, and in collection 
processing in GSA and the Treasury Department. To revert to daily billing, 
in lieu of the present cycle billing would substantially increase workload in 
GSA with consequent increased costs. Experience data reflects that, in 1 region 
alone, billing and collection costs were reduced by one-third, even though sales 
increased approximately 40 percent. 

Neither the House committee’s report nor the subsequent debate on the floor 
questioned the sales program proposed in the budget. Rather, the issue appeared 
to be one of collection frequency which, for reasons cited, are at variance with 
the intent of the enabling legislation. 

Less than half the requested appropriation was for increased receivables, 
and this was largely offset by reductions in other items, such as cash on hand, 
accounts payable, etc. On a net basis, the additional appropriation was almost 
equally divided between (1) increased inventories to support the increased sales 
program, and (2) motor-vehicle replacements essential to the economical and 
efficient operation of the expanding interagency motor pool program. Details 
with respect thereto are summarized on page 194 of the regular justification and 
are restated here for convenience of the committee. 


NEED FOR ADDITIONAL CAPITAL IN 1959 


Capital available in 1959 should be adequate for the increased sales volume 
from $237.5 million in 1958 to $275.9 million in 1959, incluuding increased in- 
ventories and additional operating equipment needed for the expanded sales and 
interagency motor pool programs. However, the increase in appropriated capi- 
tal requested for 1959 will fall short of full requirements and assumes continued 
reliance on advances from other agencies. 

Increased capital requirements are analyzed below : 


{In millions of dollars] 








2a Bt +t, 
1958 1959 Change 

Conte cmp as cesta go cwitacnhn chip puarebiggeandnen~ dense $13.7 $12.2 —$1.5 
RAGE TOOT ORIG.. bs. 0 teap ce pinndtne esd ened eae 39.1 45.4 +6.3 
FINO TUR. «woo bin ccc cca ccocanepccccsaatdcnasseceeelemeeee 45.0 51.4 +6.4 
Equipment: 

Wh etor WOR MOR aa icici < 5 cciniinctwetvctadiececendenseeassacde 11.9 18.7 +6.8 

EE a nk = cn dcieccivcdteendh thes obcbeiebn4pe gamed 1.7 1.9 +0.2 
Accounts payable: 2 

Tp WR. 5 skh hk LOLI BN cn dcetewee nde pldeeales —17.8 —18.3 —0.5 

Advances from other agencies__-_-_.-.--...---------------- —12. 7 —13. 4 —0.7 
Te iia aia anata uatiiyasieiaeeae al | —5.2 —7.0 —1.8 
TECMOE GETIIIIES «= ooo ock nae edb pomecleccdmapeepensssgacnmaden —1.2 —1.4 —0.2 





Capital required by appropriation... ..........--------- 74.5 | 89. 5 | 15.0 


Without the additional capital we cannot (1) stock sufficient merchandise to 
support the sales program and (2) proceed with the orderly development of 
motor pools. 

It is urged that the full amount of $15 million requested in the budget be 
restored and made immediately available. 
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GSA amendment No. 12 
OPERATING ExPENSES, NATIONAL ARCHIVES AND ReEcorps SERVICE 


PROPOSED AMENDMENT 


On page 13, line 9, of the bill as reported to the House, strike out “$7,293,000” 
and insert in lieu thereof “$7,615,000”. 


Budgetary data 


I i a ee $7, 650, 000 
1958 appropriation in annual act______.__________________ $7, 263, 000 
I ne teh esis Srcpennaneeed 30, 000 
eer 7 = SU cs eenbioee 93, 600 

—_———_ 7, 386, 600 

Change of 1959 from comparative 1958__......_.____________ +263, 400 

Bn i TAU OOTD Tih is camel ninitatn nines tinkitpine, 7, 293, 000 

Ne ee ne ceca sits ms asic ebuneninbadmnaie —357T, 000 

Restoration proposed in this amendment__________-___-______ -| 822, 000 


Bill as changed by this amendment 


LEGISLATIVE HISTORY 


GSA budget justification : Pages 203-226. 

House hearings: part 2, pages 245-275. 

House Report No. 1543: Page 9: 

“Operating expenses, National Archives and Records Service—F¥or this ac- 
tivity the committee recommends $7,293,000, which is a reduction of $357,000 in 
the budget estimate and the same amount as the appropriation for the current 
year.” 


House floor action: Congressional Record, March 27, 1958, pages 4990-4991. 


JUSTIFICATION OF THE AMENDMENT 


The bill provides “the same amount as the appropriation for the current year.” 
The House committee denied provision for the following increases in programs 
which are considered necessary for the proper conduct of archival and reeords 
functions of the Government: 

Records centers, $240,000—The 1959 budget estimate proposed $150,000 to 
finance increases over the 1958 rate for (@) acquisition of 125,000 cubic feet of 
records; (b) disposal of 20,000 cubic feet of records; and (c) 150,000 reference 
services. This would result in the release for reuse of 10,000 filing cabinets with 
replacement value of $500,000; 60,000 square feet of office space costing some 
$132,000 annually; and 40,000 square feet of storage space estimated at $34,000 
annually. As some 65 percent of all Federal records in Washington, New York, 
and Chicago are still in expensive space and equipment, it is important in the 
interest of good management and economy that these records be brought into 
the cheaper records center space and equipment as rapidly as possible. 

The House also denied $90,000 for payment for space and related costs at the 
Franconia, Va., records center which prior to 1958 had been provided for by this 
appropriation. No provision was included in 1958 in anticipation of acquisition 
of the building by lease purchase. Negotiations for such acquisition were not 
successful, and this cost is being paid from “Operating expenses, PBS.” For 
1959 it is proposed to restore financing to this item as is customary for the cost 
of all space occupied by records centers. A corresponding reduction has already 
been made in the 1959 estimate for “Operating expenses, PBS,” so it is essential 
that the restoration be made here. 

National Archives, $60,000.—The 1959 budget estimate provided $60,000 for 
microfilming compiled military service records of soldiers in the Confederate 
Army. The consolidated index to these records has been filmed during the 
current year. 

This project would meet a growing demand from Southern States to prepare 
a film copy so that duplicates could be furnished at reasonable prices. In addi- 
tion, filming would insure preservation of the records which will otherwise 
deteriorate under constant use. 

It is proposed to do this work by contract and to accomplish it in 3 annual 
installments (1959-61) so that it may be completed at about the centennial com- 
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memoration, when the mounting interest in the Civil War history reaches its 
k 


Administrative operations, $22,000.—Two factors are involved here. (1) Cost 
data for administrative operations support for this program disclose that fi- 
nancing for 1958 is deficient in comparison to workload. This unbalance apould 
be corrected and the 1959 budget estimate provides $18,400 to partially accom. 
plish this objective. (2) Certain functions of agencywide application costing 
$60,000 that were previously provided by “Salaries and expenses, Office of Ad- 
ministrator,” are being financed in 1959 by the principal operating expense ap- 
propriation of each service. The share of cost for these functions chargeable 
to this item is $3,600. 


It is urged that the full amount of the proposed amendment be approved. 
GSA Amendment No. 13 


OPERATING EXPENSES, NATIONAL ARCHIVES AND Reoorps Service (TRAVEL 
LIMITATION ) 


PROPOSED AMENDMENT 


On page 13, line 8, of the bill as reported to the House, strike out “$50,000” 
and insert in lieu thereof “$59,000.” 


Budgetary data 
1959 budget estimate 











gan aii nibh ehh epithet led $59, 000 

1958 limitation in annual act ($48,400) 

Limitation amended by 2d Supplemental Act__....~..-.--..--..-....- 53, 400 
Change of 1000 from: 19006...n....nncccnccuiicanibnnnetessteee +5, 600 

1000 bill ae repested be: BeUIOncccnncnnniceesasdnctiiniiocsienndniitied’ 50, 000 

Change from. Sunde’. artnet thi dis dccsintatncindineesisnbiceneelio —9, 000 

Restoration proposed in this amendment__......-.--.-..-.--.-.----__ +9, 000 
Bill as changed by this amendment-__....-.......-....-.--_.... 59, 000 


LEGISLATIVE HISTORY 


GSA budget justifications : Pages 206, 212, 218, 220, 226. 
House hearings: Part 2, page 5. 
House Report No. 1543: Not mentioned. 


JUSTIFICATION OF THE AMENDMENT 


On page 5 of the House hearings, GSA stressed the inadequacy of 1958 travel 
limitation and the fact that supervision in the field had been handicapped by 
curtailed travel funds. The $50,000 limitation provided by the House is less 
than the $53,400 available during 1958 since $48,400 was available for the full 
year and an additional $5,000 was provided in the second supplemental] appro- 
priation act, 1958, for the fourth quarter. The sum of $59,000 was requested 
in the budget estimate for 1959 and in this amendment. It is urged that the 


amendment be approved in order to maintain field programs at a satisfactory 
level. 
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GSA amendment No. 14 
OPERATING EXPENSES, TRANSPORTATION AND PusLic UTILITIES SERVICE 


PROPOSED AMENDMENT 


On page 13, line 17, of the bill as reported to the House, strike out “$1,800,000’ 
and insert in lieu thereof $2,000.000.” 


Budgetary data 





TE COTTRI Uc hei h iaceIE a encapitniees -Baathen Bei $2, 000, 000 
1958 appropriation in annual act__.._._.._....._.______ $1, 515, 000 
Supplemental appropriation__.__---..-_-.s.-+.--...-+- 75, 000 
Transfer from “Operating expenses, PBS”______________ 30, 000 
Transfer from Department of Interior_._....._.....-___ 20, 000 
Comparative transfer, S. & E., Office of Administrator___ 1, 700 
Provided from emergency fund for the President_._.___ 50, 000 

—————_ 1, 691, 700 

Change of 1959 from comparative 1958_....._._--.____________ +308, 300 

SU DT GED WISI CN i 1, 800, 000 

na? Sr enn REITER CPU en —200, 000 

Restoration proposed in this amendment_____-_-_-__--___ +200, 000 

Bill as changed by this amendment_________________________ 2, 000, 000 


LEGISLATIVE HISTORY 


GSA budget justifications : Pages 227-247. 

House hearings: Part 2, pages 275-311. 

House Report No. 1543: Page 9: 

“Operating expenses, Transportation and Public Utilities Services—The com- 
mittee recommends $1,800,000 for this aetivity which is a reduction of $200,000 
in the budget estimate and an increase of $285,000 over the 1958 appropriation. 
This Service received $50,000 from the President’s emergency fund in the cur- 
rent year, and a supplemental for $75,000 is currently being considered by the 
Congress. 

“Last year this Service received the complete support of the General Ac- 
counting Office when the committee asked if it is worth the money to the tax- 
payers. 

“This year Commission Hyde of the Federal Communications Commission 
described the role the GSA has in matters before the Commission as follows: 

“Mr. Hype. Our duty is to protect all users, private users, corporate users, 
Government users, when they appear before us in that capacity, to see that there 
are no discriminations favoring one class as against another ; and we do endeavor 
to protect all, we will call them consumers in a collective way. That does not 
mean that any person who feels he has a view to urge should not seek to make 
a presentation in this kind of case. 

“Mr. THomas. * * * So you think they fulfill a useful purpose then? 

“Mr. Hype. I believe they have a duty to watch out for their interests from 
their viewpoint, and that is not a duplication of our work.” 


JUSTIFICATION OF THE AMENDMENT 


The restoration of the entire reduction of $200,000 as proposed in this amend- 
ment is necessary to carry out GSA’s responsibilities under its basic statutory 
authority, in the following areas: 

Transportation services, $164,290.—Of this amount, $100,000 is to carry on 
negotiations with carriers for reasonable rates and to provide for adequate 
participation in rate proceedings before Federal and State regulatory bodies. 
It is GSA’s statutory duty to participate in such proceedings. This has been re- 
affirmed on the floor of the House in connection with the Second Supplemental 
Appropriation Bill, 1958 (Congressional Record of Mar. 25, 1958, p. 4693), as 
follows: 

“Mr. Yates. Mr. Speaker, when the appropriation for the transportation and 
public utility section of the General Services Administration went over to the 
other body there was some language included in their report to the effect that 
GSA would not be permitted to appear before any of the regulatory agencies to 
protect the Federal Government against exorbitant rates. 
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“* * * T should like to ask the gentleman from Texas (Mr. Thomas), who 
was the conferee on that particular item, whether or not there wus any agreement 
on the part of the conferees that the transportation and public utility section was 
to be permitted to represent the Government befure regulatory agencies? 

“Mr. Tuomas. Of course, that is the very object of that agency. We did have 
an agreement with all the conferees that the action of the General Services was 
legal, proper, and desirable. I remember writing out some language myself to 
the effect we were positive that the General Services Administration would not 
carry on any delaying action or any dilatory action and I do not think they will. 

“Mr. Yates. But it was your intentiuu und the intention on the part of the 
House that this unit do take action in order to protect the interests of the Federal 
Government as a rate payer. The gentleman does agree that it is the intention of 
the House that this unit do carry on its function to protect the Government of 
the United States as a rate payer? 

“Mr. THomAs. By law, of course, it is.” 

Unless the $100,000 requested is available for the negotiations and litigation 
function, it would preclude our participation in many rate cases having an ad- 
verse effect on the Government’s transportation costs. Resoration of this amount 
will enable GSA to adequately participate before appropriate regulatory bodies, 
and thereby achieve economies in transportation costs. 

The remainder of the increase, or $64,200, is required to meet the workload of 
rate and routing services generated by expanded procurement programs of the 
Federal Supply Service, and extension of service to other agencies’ field in- 
stallations. 

Public utilities management, $20,300.—Restoration of the full $20,300 is re- 
quested to provide for extension of areawide utility contracts including negotia- 
tions necessary for areas served by areawide contracts, as well as for effective 
and adequate statutory representation at formal rate proceedings before regula- 
tory bodies. 

Administrative operations, $15,500.—Two factors are involved here: (1) Cost 
data for administrative operations support for this program disclose that financ- 
ing for 1958 is deficient in comparison to workload. This unbalance should: be 
corrected and the 1959 budget estimate provides $13,800 toward accomplishing this 
objective; (2) certain functions of agencywide application costing $60.000 that 
were previously provided by “Salaries and expenses, Office of Administrator,” 
are being financed in 1959 by the principal operating expense appropriation of 
each service. The share of cost for these functions chargeable to this item is 
$1,700. It is urged that the full amount of the proposed amendment be approved. 


PER DIEM RATE FOR INDIVIDUALS 


The budget for 1959 requested authority to pay expert consultants needed for 
the SAGE program at not to exceed $100 per day. This merely projected the rate 
we were obliged to pay to obtain services of the required competence when the 
program was initiated last fall under an allocation from the President’s Hmer- 
gency Fund. 

The same rate of $100 per diem was proposed in the President’s message recom- 
mending a 1958 supplemental appropriation (H. Doc. 313). However, the second 
supplemental appropriation bill, 1958, as passed by the House provided only $50 
per diem. The Senate restored the amount to $100 per diem but after conference 
with the House the bill as finally enacted provided only $75 per diem. The bill for 
1959 as reported to the House continues this $75 per diem rate. 

Three of the four consultants have reluctantly agreed to continue at the reduced 
rate as long as their other interests permit. The fourth has not accepted the 
offer. 

In view of the foregoing, we are making no appeal for restoration of the $100 
rate but point out that subsequent developments in the complex SAGE matter 
or in the private practices of the consultants may require later relief in this area 
to insure continued availability of essential experts. 
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GSA Amendment No. 15 


OPERATING EXPENSES, TRANSPORTATION AND Pusiic UTinities Service (TRAVEL 
LIMITATION ) 


PROPOSED AMENDMENT 


On page 13, line 14, of the bill as reported to the House, strike out “$60,000” 
and insert in lieu thereof “$70,500.” 


Budgetary data 


SOU UR DCI rte has eres skiciatacliati nigdsintaamsespeatcy meena <acsdviceooe . $70, 500 
ET RED HEP CLETEEEN OE CUI U IO oo os Sccigripccink nce cdencise moumianee 
Limitation amended by 2d Supplemental Act__.-...--_-____________ 39, 500 

Ny Ge NR eee en etslne +31, 000 
ee ee a Oe esc on nen pecegepeneee 60, 000 
Naeee ee eee ee ee is ease antes nenaanenen sai —10, 500 
Restoration proposed in this amendment___-.-...-...--.---._-__-_- +10, 500 


Bill as changed by this amendment_ 
LEGISLATIVE HISTORY 


GSA budget justifications : Pages 233, 236, 239, 241, 247. 
House hearings: Part 2, page 5. 
House Report No. 1548: Not mentioned. 


JUSTIFICATION OF THE AMENDMENT 


On page 5 of the House hearings, GSA stressed the inadequacy of travel limita- 
tions in 1958 and the fact that supervision in the field had been handicapped by 
curtailed travel funds. 

The $70,500 for travel in the 1959 budget for this item reflects the best esti- 
mate of travel to perform and properly supervise operations in the field. The 
main increases over 1958 are necessary for the planned field operations such as 
at Chicago, Denver, and Dallas, and ‘surveys under Transportation Services, 
and the full year of SAGE participation for which less than a half-year was pro- 
vided for in the Second Supplemental Appropriation Act for 1958. 

It is urged that the full amount of the limitation in the budget estimate for 


1959 be restored. 
GSA Amendment No. 16 
STRATEGIC AND CRITICAL MATERIALS 
PROPOSED AMENDMENT 


On page 13 of bill, as reported to the House strike out lines 19 through 21 and 
insert in lieu thereof “For necessary expenses in carying out the provisions of 
the Strategic and Critical Materials Stock Piling Act of July 23, 1946, including”. 


| 
| 
On page 14, line 6, after “(b))” insert “, $70,000,000, to remain available 
until expended”. 
Budgetary data 
cine ecvenabn-5h annie Sesh maaan exenesabeiscbiineiaemsae $70, 000, 000 
Te PN lh hi sli iesibintcetbintlatetand ademas 0 
Change of 1060! from 1958_._..........-...--.-....._.... +70, 000, 000 
IOS Dill 6 2OpOreRE OD TIOUNG oa ccs lL cicbdedecestuds 0 
I TINO I I nc secs cveimneasinieenintninch ein eetntencitendehiennninres —70, 000, 000 
Restoration proposed in this amendment__............-.....-._. +70, 000, 000 
Bill as changed by this amendment____.-.-........--.... 70, 000, 000 


LEGISLATIVE HISTORY 


GSA budget justifications : Pages 248, 252, 253, and 255 
House hearings: Part 2, pages 312 through 380. 
House report No. 1543: Page 10: 
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“Strategic and critical materials—The committee has denied the $70 million 
requested for additional funding for this program. Current stockpile needs are 
presently being restudied and a recent report by a special stockpile advisory 
committee contains the following statement : 


“The $7,350,000,000 worth of strategic and critical materials in Govern- 
ment inventories, plus production in the United States and readily accesible 
foreign areas, with a few relatively minor exceptions could easily support 
an expanded defense industry for several war years. 


“The report also recommends that all stockpile planning should be revised to 
conform to the present policy which limits new procurement to meeting short- 
ages for a 3-year emergency period instead of the former 5-year objectives. 

“A $76,663,000 unobligated balance is anticipated at the end of this year and 
such amount, plus recovery of certain other funds, is more than adequate to 
finance the program in 1959 without additional funding. The bill contains no 
funds for reimbursement to the Commodity Credit Corporation or the Defense 
Production Act borrowing authority account. The net requirements for stock- 
piling which have been approved by the committee are $53,308,000 include the 
following items: 


Budget Recom- 

estimate mended 
Wot ened OF OG oa ei. i daceteniehecsonenbenassnennasnaounee $10, 184, 000 $10, 184, 000 
Procurement of new materials by direct purchases...............----.------- 18, 800, 000 18, 800, 000 
Storage, handling, and other charges related to custody of materials.........- 23, 203, 900 21,000. 000 
PGPIEING GRUIIB ooo os ovicnntincdcctnddsmiannientintenendiiamnnaaae 3, 324, 000 3, 324, 000 
Potel: 100) seawentt «nce cikccccdsiniibicesdiasnepneinn 55, 511, 900 53, 308, 000 





“The committee has expressed considerable interest to the General Services 
Administration in the nickel-processing plant at Nicaro, Cuba, in view of the 
extensive Government investment and the importance of this plant to the na- 
tional defense. It is therefore suggested that this committee, or preferably the 
Committee on Armed Services, be kept advised on the status of this plant. Be- 
fore further sizable sums are put into the project, or the property offered for 
sale, such action should also be specifically authorized by the Congress.” 


JUSTIFICATION OF THE AMENDMENT 


The question involved in this amendment for restoring the $70 million appro- 
priation is whether the strategic materials acquired under the barter program 
are to be transferred to the national stockpile with reimbursement to the Com- 
modity Credit Corporation. Plans for completing objectives for the national 
stockpile include acquisition of materials through barter, which source of supply 
eannot be utilized to the fullest extent unless this and future appropriation 
requests are granted. Amounts proposed for transfer are within the objectives 
established for the national stockpile. 

Materials were acquired by CCC in exchange for agricultural commodities held 
by CCC. These materials were acquired by CCC as a result of ODM directives 
ae understanding that CCC would be reimbursed from appropriations made 
to GSA. 

The action of the House in reducing funds for the purchase of materials from 
CCC will result in the retention of these materials in the inventories of the 
Corporation. The costs of storage, preservation, and interest on these materials 
will continue to accumulate as a cost to the price support program. GSA is 
informed by CCC that the annual increased cost to the price support program for 
carrying $70 million worth of materials amounts to more than $2 million. 

Also, until CCC is reimbursed for the value of these materials, it is a charge 
against the borrowing authority of the Corporation and reduces the availability 
of CCC funds for price support loans and purchases. 

The appropriation of $70 million for this purpose will not result in an increase 
in net Government expenditures. Rather, it transfers charges from CCC to 
the “Strategic and critical materials” appropriation. At the same time, it also 


prevents additional charges from being shown against price support and frees 
CCC funds for its normal operations. 


25300—58—pt. 1——-25 
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FLUCTUATIONS IN PROGRAM REQUIREMENTS 


The House committee report, page 10, quoted above, itemized a total of 
$53,308,000 as “the net requirements for stockpiling which have been approved 
by the committee * * *.” This could be interpreted as restricting the use of 
available funds in carrying out the stockpile program. 

The rate of acquisitions and deliveries is subject to changes in economic con- 
ditions that occur after estimates are prepared. The result is a fluctuation in 
workload as between fiscal years that often causes the rate of obligations to vary 
from those appearing in the budget estimates. 

It is assumed that such conditions and the resulting changes in program re- 
quirements are recognized and that available funds may be used to carry them 
out in a reasonable manner. 


GSA amendment No. 17 
STRATEGIC AND CRITICAL MATERIALS (TRAVEL LIMITATION ) 
PROPOSED AMENDMENT 


On page 13, line 24, of the bill as reported to the House, strike out “$86,000” 
and insert in lieu thereof “$113,000.” 


Budgetary data 





LEGISLATIVE HISTORY 


GSA budget justifications : Page 278. 
House hearings: Part 2, page 5. 
House Report No. 1543: Not mentioned. ; 


a UT NNO AE ais gp a mecie Ean abNaneteoorpsnelchi dnings mise linn $113, 000 ' 

re enn RIN GN centenarians ron seinen eens aS 86, 000 

Seen j 

Se tts carps oa sacat ibaa entrenetieateiees 27, 000 t 

ee ee ee ee a ro ceccacuaane 86, 000 j 
RN TE NE NI i iit hei eerie Suite tearing dlan wan sbaimeenerinee — 27, 000 
Restoration proposed in this amendment__-_-------____-__-____--_-_- +27, 000 
Bill as changed by this amendment.._.......................... 113, 000 


JUSTIFICATION OF THE AMENDMENT 


On page 5 of the House hearings, GSA stressed the inadequacy of travel 
limitations in 1958 and the fact that supervision in the field had been handicapped 
by curtailed travel funds. 

The $113,000 for travel in the 1959 budget for this item reflects the best esti- 
mate of travel to inspect material being delivered, supervise operations in the 
field including qualitative maintenance of material in storage and the physical 
inventory program. 

As the limitation in the House bill was reduced to $86,000, the same as for 
1958, it is apparent that the current adverse situation was overlooked. 

It is urged that the full amount of the budget estimate be restored. 


were me tee + 
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GSA Amendment No. 18 
ADMINISTRATIVE OPERATIONS FunpD (LIMITATION) 


PROPOSED AMENDMENT 


On page 15, line 8, of the Bill as reported to the House, strike out “$10,700,000” 
and insert in lieu thereof “$11,265,000.” 


Budgetary data 


1000 budget. datimate 2 is: | A ee A ciemasiaicanetnall $11, 100, 000 
New requirement for House expanded programs ___...-_________ 165, 000 
OCI sv ntccncsniniecin Piece enccing lh ii ee Caen a ea eee 11, 265, 000 
1958 Limitation in annual act..................... $10, 530, 000 
Comparative transfer, liquidation of RFC___________ 55, 000 
Comparative transfer, “Salaries and expenses,” Office 
GE  SEIISTIOE So eh a ntti iriccccoredioneeeeiaae 60, 000 
10, 645, 000 
Changs of 1000 trom: 2006. 0 ie eee +620, 000 
1960 bE an reported to Heveeeu 322 eee eee 10, 700, 000 
Chenge. from, . budget . CUMMALG 5 6.5m Seirintterene pickin nnn — 400, 000 
Restoration proposed in this amendment_____---...-_____-_--_. +400, 000 
New requirements estimated in this amendment___-.._-_.__---__-_- +165, 000 
Bill as changed by this amendment__.__...___....._--____ 11, 265, 000 


LEGISLATIVE HISTORY 


GSA budget justification: Pages 314-324. 

House hearings: Part 2, pages 47-49, 114-123, 149, 150, 223, 224, 240, 271, 

272, 380, 381, 398-404, 408. 

House Report No. 1543: Page 11: 

“Administrative operations fund.—This item provides an overall limitation 
on the amount that may be used by the General Services Administration for 
a staff which provides financial, administrative, legal, legislative, and informa- 
tional services, and management supervision for all General Services Admin- 
istration programs. Each appropriation finances part of the overall cost in 
proportion to the work which is attributable to such program. The bill provides, 
$10,700,000 for such services in 1959, which is a reduction of $400,000 in the 
budget estimate but $170,000 above the current authorization.” 


JUSTIFICATION OF THE AMENDMENT 


This amendment proposes two principal changes from the bill as reported to 
the House: (1) Restoration to the budget estimates of the amounts to be de- 
posited in the fund from the individual program appropriations as reflected in 
proposed amendments for each appropriation and (2) an increase in the amount 
for administrative operations above the budget estimate to support an expanded, 
repair and improvement program. The House bill provides for a $75 million 
obligation program in 1959 as compared to only $61.4 million program set 
forth in the budget estimate. 

These changes are summarized below by program appropriations. BExplana- 
tion of each change is set forth in the individual appropriation amendments 
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which are indicated by the numbers in parentheses on the right side of the 
following table. 





Budget House bill | Restoration | Additional This 

estimate requested |requirements} amendment 
IN ig desing Gcatnditaaonnd $3, 272, 000 $3, 375, 000 —$103, 000 }_.-..--.._- 272, 000 
MR ati g wicca pecln cated 750, 000 I Eien Se +$165, 000 915, 000 
Sites and expemses._..........._. 170, 000 I a i a caches 170, 000 
ee 3,825,000 | 3,440,000 | 4376000 [2222222 9, 825, 000 
eid shale tien tania wn eleva abitin nen abd , 3 ; ; EY Cadniccecneaae 3 3, 825, 000 
ei nnn cn nnictiennn 418, 000 396, 000 +22 phe ilies 4 418, 000 
ae 297, 000 281, 500 SPMD des a eniemea 5 297, 000 
oo. 4 =a 1, 375. 000 BE Tecicctcacanden kisrecnsenconne 1, 375, 000 
Ne 13, 000 BE cidenendtinesecudaanwen's 13, 000 
ON te 54, 000 42, 500 PR Fs ccs u se dtl 6 54,000 
i dasneekeesccs soe tee. 11, 100, 000 10, 700, 000 +400, 000 +165, 000 11, 265, 000 





1See GSA Amendment No. 1. 
3 See GSA Amendment No. 8. 
3 See GSA Amendment No. 9. 
4See GSA Amendment No. 12. 
5See GSA Amendment No. 14. 
*See GSA Amendment No. 21. 


1. The restoration of $400,000 proposed in this amendment is essential for the 
following reasons: 

(a) Provide financing for adequate administrative operations support for pro- 
gram increases provided in the House bill. The principal amount is for sales 
under the general supply fund which are estimated to reach $292.6 million in 
1959 as compared to $256.7 million in 1958, an increase of $35.9 million sales. 

Such an increase in sales means more voucher payments to suppliers; more 
billings to and collections from our customers; and increases in the other sup- 
porting services. This additional workload is estimated to cost $376,000 at $1.05 
per $100 of sales which would result in a total rate of $1.31 per $100 of sales for 
1959 as compared to $1.34 for 1958. 

Cost of administrative support for this program has declined progressively 
due to improved methods and procedures, greater efficiency, and increased volume 


as follows: 
Support costs per $100 sales ; 
a ch Ie hs ale ie tie a i et ae a $1. 53 
WO ti Bl noite haiti euler oe ae ee 1.36 
ny CE = a a Ok ee ee eae ea 1.34 
UD Ca sical al it hes cai chdinitecinsesittbtillcasabapialie 71.31 


1 Includes $0.07 for payments to retirement fund. 


It is believed that the unit cost proposed for 1959 is a minimum for the pro- 
gram and that the $376,000 reduction by the House must be restored to keep 
financing of the administrative operation fund in balance with the workload. 

(b) Administrative operations funds requested in the budget estimates for in- 
dividual appropriations were determined on the basis of cost distribution system 
required under the administrative operation fund legislation, and approved by 
the General Accounting Office. They are based on actual 1957 cost distributions, 
projected in balance with workload to support the operating programs proposed 
in the 1959 estimates. Reductions by the House in items for the administrative 
operation fund will create unbalanced financing in the administrative operation 
fund for the respective programs provided with supporting staff services. 

It is urged that the full amount of $400,000 be restored to provide: (1) $376,000 
specifically for increased sales under the GSF. and (2) $24,000 (net) for small 
increases in several programs to support additional workload. 

2. The additional requirement of $165,000 is necessary to provide administra- 
tive support for an increase in the repair and improvement program as provided 
in the House bill. 

The budget contemplated an obligation program for 1959 of $61.4 million for 
which administrative costs of $750,000 were provided. The House bill provides 
an increase of $13.6 for the program making a total of $75 million for 1959. 
The additional administrative cost for the increased program is estimated at 
$165,000 making a total for 1959 of $915,000. This will bring administrative costs 
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in 1959 to 1.22 percent of the obligation program of $75 million as compared to 
1.34 percent in 1958, and 1.35 percent in 1957. 


GSA Amendment No. 19 
ADMINISTRATIVE OPERATIONS FUND (TRAVEL LIMITATION) 
PROPOSED AMENDMENT 


On page 15, line 9, of the bill as reported to the House, strike out “$170,000” 
and insert in lieu thereof ‘$198,000.” 


Budgetary data 





DOGO Diet estate. 8 eee $198, 000 
RS WReeeR ER Roo TH ERENT Sei sectarian 153, 300 

CARES GE TOOG TIO Sarin ctincccemeens ncaa +44, 700 
po Be ee ee ee ee 170, 000 
Ginee’ Troe Teer Cece a eh enn —28, 000 
Restoration proposed in this amendment wi-_._-___--___-___-----_- +28, 000 
Bill as changed by this amendment sccsc sei eee 198, 000 


LEGISLATIVE HISTORY 


GSA budget justifications: Pages 318-319. 
House hearings: Part 2, page 5. 
House Report No. 1543: Not mentioned. 


JUSTIFICATION OF THE AMENDMENT 


On page 5 of the House hearings, GSA stressed the inadequacy of 1958 travel 
limitations and the fact that supervision in the field had been handicapped by 
curtailed travel funds. It was also emphasized that the governmentwide Opera- 
tion Alert exercises, for which the GSA cost for travel last year was $89,000, 
have aggravated the travel limitation situation. A substantial part of this cost 
was charged to this item for participation of employees paid from this fund in 
the central office and the 10 regions. 

The limitation in the budget estimates is to provide for Operation Alert costs 
and for overcoming inadequacies of field operations and supervision. 

It is urged that the amendment be adopted. 


GSA Amendment No. 20 
FEDERAL FACILITIES CORPORATION FUND (ADMINISTRATIVE LIMITATION ) 
PROPOSED AMENDMENT 


On page 37, line 18, of the bill as reported to the House, strike out “$25,000” and 
insert in lieu thereof “$50,000.” 


Budgetary data 


1600 Thdinet entiniete..... 6 nee eee _. $50,000 
1958 limitation 


nine i here ciesh erase edececiedeteoslen tities eoiaiaiaa aden natilel 50, 000 
Ciiarig’ Of TOGO ENC Tiss ssccstctticscccsnistnacicheencnsegnnahiestnaiialee 0 
ROC DTT: BU CUNO UTOG BC Ce i iiicciistisicrssissaiininchinteentnacrenncitenamiddaaaae 25, 000 
Cities Tretia Dae CUT aia icciinicestieditiereeineedilestarcnbnigltaiaa —25, 000 
Restoration proposed in this amendment_------------_-------------- +25, 000 
Bill as changed by this amendment__......................... 50, 000 


LEGISLATIVE HISTORY 


GSA budget justifications: Pages 293-304. 

House hearings: Part 2, pages 390-392. 

House Report No. 1543: Page 10: 

“Administrative expenses, Federal Facilities Corporation.—The bill provides 
$25,000 for administrative expenses of this Corporation. This is a reduction of 
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$25,000 in the estimate and the amount of limitation in 1958. The Corporation 
has been liquidated for all practical purposes and the only workload is to make a 
periodic check of properties sold with a national security clause.” 


JUSTIFICATION OF THE AMENDMENT 


The amendment proposes full restoration of the allowance for administrative 
expenses to the amount included in the budget estimate. 

The workload in 1959 will be almost the same level as for 1958, consisting of 
(a) administration of the national security provision in sale contracts covering 
plants and tank cars, (0) administration of purchase money mortgages taken 
in the disposal of rubber producing and tin producing facilities, and (c) other 
miscellaneous functions inherent in liquidation of a Government Corporation. 

The administrative expense limitation requested represents only 3.6 percent 
of the estimated income for 1959 of $1,382,700. 

Approval of the proposed amendment is urged to finance continuation of affairs 
of the Corporation at a minimum level. 


GSA Amendment No. 21 


RECONSTRUCTION FINANCE CORPORATION LIQUIDATION FUND (ADMINISTRATIVE 
LIMITATION ) 


PROPOSED AMENDMENT 


On page 38, line 9, of the bill as reported to the House, strike out “$42,500” 
and insert in lieu thereof “$54,000”. 


Budgetary data 
ee ey ns ee oa anew eewee $54, 000 
“7 


a ONS a Fa. ae age oy gato eee aa eee 5, 000 
ey Or wee an Gee to a le ee eee —1, 000 

1959 bill as reported to House ey 

ne Pn UIE OU ne ee ee nha a ena eniene ers —11, 500 

Restoration proposed in this amendment_______-____-_-_____----_-_-_ +11, 500 
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LEGISLATIVE HISTORY 


GSA budget justifications: Pages 305-313. ' 
House hearings: Part 2, pages 392-397. ' 
House Report No. 1548: Page 11: 

“Administrative expenses, Reconstruction Finance Corporation liquidation 
fund.—The bill contains a limitation of $42,500 for administrative expenses of 
this Corporation. This is a reduction of $11,500 in the budget estimate and 
$12,500 less than the amount used in 1958. The workload in 1959 consists of 
financial and legal servicing of 5 loans, 15 leases and conditional sales agree- 
ments, and a few other miscellaneous items. This activity was transferred to 
the General Services Administration by Reorganization Plan No. 1 of 1957.” 


ee 


JUSTIFICATION OF THE AMENDMENT 


The magnitude of workload of this program over and above servicing 5 
loans and 15 leases and conditional sales agreements cited in the House report 
apparently was not made clear to the House committee. The report failed to 
mention some 22 liabilities, 46 asset accounts of varying complexity, partici- 
pation in some 100 cases in the hands of the Department of Justice and the work 
involved in research to provide replies to numerous inquiries into past trans- 
actions of the Corporation. 

When this function was transferred to GSA at the start of 1958, it was esti- 
mated that the workload taken over could be handled at a cost of $55,000, or 
$22,900 less than in 1957. Cost data for the first half of 1958 show that this 
reduction was too optimistic with costs running at an annual rate of $58,000. 

It is urged that the limitation be restored to the full amount of the budget 
estimate since no significant decrease in workload is anticipated for 1959. 
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CATEGORIES OF APPROPRIATIONS 


Mr. Frorrr. I have a prepared statement in which I have tried to 
cover the items that we thought were the most important and giving 
you our reasons for the specific requests that have been made. 

In the first place, we have divided into various appropriation items 
into five general categories—one operating expenses for each of the 
services, and, two, capital items which, of course, involve the largest 
amount and three, certain other capital items including this $70 mil- 
lion which was for critical and strategic materials which has just been 
discussed and then miscellaneous material items and limitations on 
the private items. 

JENERAL STATEMENT 


We are appearing before you today in support of 21 proposed 
amendments to H. R. 11574 dealing with GSA appropriation items 
for 1959. 

The committee has before it a table which summarizes the situation. 
This table breaks the items down into five groups: Namely, oe 
expense items, capital items, (relating to construction), other capita 
items, miscellaneous limitation items, and travel limitation items. I 
would like to discuss them in that order. 


PUBLIC BUILDINGS SERVICE 


The first item is for Public Buildings Service. The House bill re- 
duced the budget estimate by $5,461,000. We are asking for restora- 
tion to $138,430,000, an increase of $5,391,000 over the House bill. As 
explained under Amendment No. 1, these funds are essential for (1) 
space previously reimbursed to GSA by other agencies, (2) additional 
leased space for agencies to house incre ased poe. 2 yment, (3) increased 
consumption of electricity by agencies brought about by air-condi- 
tioning, electronic computers, et cetera, and (4) the emergency com- 
munications systems as requested by ODM. All of these funds are 
needed. If not provided, it will be necessary to offset costs by re- 
ducing cleaning and other building services below the present level 
which is considered inadequate. 


FEDERAL SUPPLY SERVICE 


The next item is for operation expenses, Federal Supply Service. 
The House reduced the budget estimate by $255,000 and we are re- 
questing restoration in full to $3,615,000. If the House cut stands 
we would be deprived of needed funds with which to reimburse the 
Department of Defense for central cataloging services performed by 
them for civilian agencies including GSA, funds for expanding our 
supply management services to other agencies which has proven most 
beneficial, and funds for administrative operations consistent with the 
workload. 

EXPENSES, SUPPLY DISTRIBUTION 


The next item is expenses, supply distribution. The House reduced 
the budget estimate by $1,335,000. We are requesting full restoration. 
Stores sales are expected to increase from $147.2 million to $163.4 
million, and direct delivery sales from $109.5 million to $129.2 million, 
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a total sales increase of $35.9 million. The amount approved by the 
House does not provide the increased funds necessary for space, buy- 
ing, inspection, and administrative operations. We cannot handle 
the increased sales volume without the additional funds for these 
supporting activities. 


NATIONAL ARCHIVES AND RECORDS SERVICE 


For operating expenses, National Archives and Records Service, 
the House reduced the budget estimate of $7,650,000 to $7,293,000, a 
reduction of $357,000. We are requesting restoration to $7,615,000, 
an increase of $322,000 over the amount in the House bill. As ex- 
ae in our Amendment No. 12, the additional funds are needed to 

andle the increased work in our records centers, microfilming mili- 
tary service records of soldiers in the Confederate Army, and a small 
increase for administrative expenses. 


TRANSPORTATION AND PUBLIC UTILITIES 


For operating expenses, Transportation and Public Utilities Service, 
the House reduced the budget estimate from $2 million to $1.800,000, 
a reduction of $200,000. We are requesting full restoration. If GSA 
is to discharge its legal responsibilities in the field of transportation 
and public utilities management, the full amount of the budget esti- 
mate is essential. The principal portion of the $200,000 will be used 
to improve our transportation services to other agencies which services 
include negotiations with carriers for reasonable rates, adequate par- 
ticipation in rate proceedings before Federal and State regulatory 
bodies, and rating and routing services. 


SuMMARY, OPERATING EXPENSES 


To summarize the operating expense items, the budget estimates in- 
clude a total of $173,330,000. The House allowed $165,722,000 and we 
are requesting restoration to $173,225,000. 

As you know, GSA is an agency created for the express purpose of 
giving centralized service to other departments and agencies of Gov- 
ernment. The total restoration required is $7.503 million, less than 
5 percent. 

To effectively discharge our responsibilities in this field of growing 
requirements, restoration is urged. 

Senator Macnuson. Let us stop right here for a moment. There 
are some of these other items about which the Senator from Louisiana, 
I know, has 2 or 3 questions on this item on transportation and public 
utilities service. 


RATES UNDER TRANSPORTATION AND PUBLIC UTILITIES SERVICE 
Senator Exrienper. There is one question that one of my constit- 


uents has suggested I ask you. In a letter, you addressed to me dated 
March 24 you stated : 


For its part, GSA presents evidence with respect to the cost of capital to the 
particular company involved and leaves exclusively to the regulatory commis- 
sion, the determination of what the rate of return should be 
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I would like a little enlightment on this position. I understand that 
in rate proceedings in New Jersey and California involving the tele- 
phone company, GSA witnesses have taken the position that the cost 
of capital is approximately 5.61 percent and that the rate of return 
and cost of capital are synonymous. 

How does this testimony compare with your statement that the 
GSA statement leaves to the regulatory Commission the determination 
of what the rate of return should be? 

Mr. Froere. I would like to have Mr. Edward Mills, who is my 
deputy, talk to that. 

Senator Magnuson. If I may, before we answer that, there should 
be for the record a little background. 

You will remember, Mr. Floete, that 2 or 3 years ago, and I forget 
whichever appropriation it was—— 

Mr. Fioere. Two years ago. 

Senator Maenuson. Two years ago we did complain that the Gov- 
ernment being one of the biggest shippers in the business, that there 
was no appearance or your legal shop down there in this particular 
transportation division was not making appearances in front of the 
ICC on rate cases, and then we added a little money, as I recall, to it 
so you have enlarged that department and they have now been work- 
ing on all rate cases all over. Now, that is the background. 

T started out 2 years ago, and then we put in the supplemental bill 
this year some language which puts some limitation on your appear- 
ance in State regulatory cases, particularly in relation, say, to tele- 
phone rates. 

Tt was taken out on the floor of the Senate or in conference—I do 
not recall which—and you recall that language that was put in. 

These questions are directed to that problem and I wanted to give 
that background. 

Mr. Fiorre. Just generalizing, of course, section 201 of the Federal 
Property Act requires and it is mandatory that we represent the Gov- 
ernment or the executive agencies of the Government before regula- 
tory bodies both State and Federal, where the interests of the Gov- 
ernment are served. 

Acting under that act, we have and we still are appearing in those 
cases where we think the interest of the Government is sufficiently 
large. 

Now, there are a great many cases where we do not appear but we 
have appeared in the important cases. We think that as long as the 
law is as it now is that it is our duty to do so and we intend to do so. 

As to answering the specific points in that letter, could you answer 
that, Mr. Mills? 


GSA’S POSITION ON RATE OF RETURN 


Mr. Mrs. I think there is a misunderstanding stated in this letter 
that we should clarify. Let me just quote from the letter: 

I understand in rate proceedings in New Jersey and California involving the 
telephone company, GSA witnesses have taken the position that the cost of capi- 
tal was approximately 5.61 percent and that the rate of a return and cost of cap- 
ital are synonymous. 

That is not the position that GSA takes. We believe that the cost 
of capital is quite a different figure than rate of return and in these 
cases before regulatory bodies, be they Federal or State, we do not 
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presume to tell or suggest to the regulatory commission what the fair 
and reasonable rate of return should be. 

That is exclusively within the jurisdiction of the regulatory body. 
We do introduce figures and statistics to show what the cost of capi- 
tal figures may be after allowing for a factor that permits the economic 
well-being of the company. 

Senator ELtenper. Why do you not leave that to the Commission ? 
Why would you even suggest it? 

Mr. Mirus. These are the only ways that rate of return cases can be 
tried, as we understand it, so we endeavor to put in what we regard 
as a minimum or floor figure to establish a range within which the 
rate of return can be determined by the regulatory body. 

Obviously, the high side of the range would be what the public 
utility company pleads for and the low figure in the range would be 
what the Government or the municipality or county or State may 
introduce in evidence. 


GSA AS CONSUMER IN RATE CASES 


We appear in the same capacity as any other consumer of a serv- 
ice. Our procedures are exactly the same as the county representa- 
tion, the State representation, or the city or industrial representation. 

We do not believe there is any other way of trying these cases. 
It would be the same thing as in a murder case to limit yourself to the 
credibility of witnesses, and we feel that limiting ourselves to matters 
of discrimination would, in effect, end our usefulness in these 
proceedings. 

As Mr. Floete said, we are simply interested in representing the 
Government as a user or consumer of the service. 

Senator ELtenper. Do you take the same position as attorneys for 
other users of the service ? 

Mr. Mitts. Yes, sir, we take the same position in general as they do. 

Senator Ettenper. Do you try to beat down the price? 


ACTS AS GOVERNMENT ATTORNEY 


Mr. Mirus. No, sir. As we see it, we get all the facts on the table 
for the consideration and decision of the regulatory body. The regu- 
latory body is, in lay language, the judge who decides the case and 
weighs the evidence and we are one of the parties appearing on behalf 
of the consumers. 

In effect, you might say we are the attorney for the Government. 

Senator ELttenper. You are the attorney for the Government and 
you are speaking for Government itself. 

Mr. Mitts. Yes, sir, the Government as a user of the service. 

Senator Evtenper. And you are appearing before a commission 
created by the Government, so it is all Government. 

Mr. Mits. No, the commission is the judge paid by the Govern- 
ment and we are the attorney or the advocate for the Government, 
so, in effect, you might call it an advocate versus judge relationship. 
We appear just as General Motors or General Electric or any other 
industrial concern would to present their cases. 

Senator Exienper. In cases where you have appeared recently, 
would you be able to tell us percentagewise—say, in the telephone 
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case—the Government use of a certain line in contrast to private use? 

Mr. Mits. I think Mr. Denniston can tell us that. 

Senator ELtenper. When you appear in Alaska for example, it 
would be a greater figure, I would think. 

Mr. Denniston. That is right. It varies from State to State. In 
a recent case I might point out in California, for example, the Goy- 
ernment’s interest was approximately 2 percent of the company’s 
total business. 

In the District of Columbia here, for example, it is much higher 
than that. In other States it becomes even less. There is no fixed 
pattern. 

Senator Etienper. As I recall, last. year you started out in the case 
wherein the telephone company had a contract to furnish service for 
the DEW line or SAGE line, and in that case the Government was the 
chief user. 

Mr. Denniston. Even there, we are not the only users. 

Senator Ettenper. But yet, the Government was the chief user. 

Mr. Denniston. A very substantial user, yes, sir, of the private line 
telephone services, and the only known user of data transmission 
service. 

Senator Ettenper. And you found it necessary to plead the cause. 

T guess we are at fault there, Mr. Chairman. 


LETTER FROM MARYLAND PUBLIC SERVICE COMMISSION 


Senator Magnuson. I would like to put in the record here, No. 1, a 


letter from the public service commission in Maryland. The chairman 
says: 


The GSA intervention frequently prolongs proceedings before the regulatory 
agencies, increases the costs of proceedings and duplicates the work of various 
experts of the various commissions. 

It appears to this commission that the GSA’s interest in any rate case should 
be to protect the Government interests, seeing to it that no Federal agency is 
discriminated against, 


which of course, is definitely, one of your functions, 
but by exceeding this limit, as is now being done by the GSA, that agency is 
seriously infringing upon the responsibilities and prerogatives of the several 
regulatory bodies. 

Now, they asked this question of me: 


We now learn that GSA seeks to quadruple its previous expenditures in this 
field. Is this correct? 





Mr. Mitts. No,sir. Let me explain 


OTHER COMMUNICATIONS ON RATE MATTER 


Senator Magnuson. Then they go on and protest naturally, against 
this. 

In a letter from the junior Senator from Maryland he states 
practically the same thing. That, too, will go in the record. 

Here is a telegram to Senator McClellan from the Arkansas Public 
Service Commission and all its members. 

Here is one from the Georgia Public Service Commission which 


states in effect and in much stronger language, opposing the so-called 
intervention. 
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Here is one from the North Carolina Utilities Commission and a 

letter from Senator Ervin. The Virginia State Commission quoting 

our authority under the act and quoting a resolution passed by the 
ational Association of Railroads and Utilities Commissioners. 


Here is one from the Connecticut Commission signed by the chair- 
man. 


Here is one from the Delaware Commission with the same thing 
with a strong resolution by them. 

Here is a letter from the senior Senator from Florida, Mr. Holland, 
and a long letter on this whole subject from the Florida Railroad and 
Public Utilities Commission. 

Here is one from Hubert Humphrey and the Minnesota Railroad 
and Warehouse Commission and one from the Alabama Commission. 

There have been several communications, of course, from the Cali- 
fornia and other commissions. I will put them all in the record in 
full for your edification. 


(The communications referred to follow :) 


UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
May 7, 1958. 
Hon, Cart HAYDEN, 
Chairman, Senate Appropriations Committee, 
Washington, D. C. 

DeAR SENATOR HaypDEN: The attached letter from Stanford Hoff, chairman 
of the Public Service Commission of Maryland, is forwarded to you with a re- 
quest that it be made a part of the record of the hearings which your committee 
is conducting on the General Services Administration portion of the independent 
offices appropriation bill, H. R. 11574. 

I have been advised by a member of the committee staff that your hearings 
are still open and this will be included in it. 

With all good wishes, I am, 

Sincerely yours, 


J. GLENN BEALL. 


STATE OF MARYLAND, 
PuBLIC SERVICE COMMISSION, 


Baltimore, April 24, 1958. 
Hon. J. GLENN BEALL, 


Senate Office Building, 
Washington, D. C. 


Deak GLENN: It has been brought to the attention of this commission that 
the General Services Administration is, to an increasingly greater extent, partici- 
pating in rate hearings before both Federal and State regulatory bodies. In 
these cases GSA produces lengthy testimony concerning rate of return, rate base, 
cost of capital, valuation of property, and other technical factors involved in 
ratemaking processes. 

The GSA intervention frequently prolongs proceedings before the regulatory 
agencies, increases costs of the proceedings, and duplicates the work of the vari- 
ous experts of the various commissions. 

It appears to this commission that the GSA’s interest in any rate case should 
be to protect the Government interests, seeing to it that no Federal agency is 
discriminated against by reason of quality or type of service or by the rate 
charged therefor. By exceeding this limit, as is now being done by GSA, that 
agency is seriously infringing upon the responsibilities and prerogatives of the 
several regulatory bodies. 

We now learn that GSA seeks to quadruple its previous expenditures in this 
field. 

This commission wishes to protest against the existing GSA practices men- 
tioned above and request that you may consider unfavorably that agency’s 
request for additional appropriation for these purposes. 
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Please do not consider a reply necessary unless we may be able to furnish 
further information for your consideration. 

With best wishes, I am. 
Sincerely, 


Sranrorp Horr, Chairman, 


LirtLe Rock, Ark., February 25, 1358. 
Hon. JoHn L. McCLetian, 


United States Senate, Washington, D. C.: 


This commission is opposed to GSA request for additional appropriation to be 
used to hire utility consultants to prepare cases and to appear in rate proceed- 
ings as adversaries before Federal and State regulatory bodies. This interfer- 
ence by GSA impedes administration of law. 


ARKANSAS PusLic SERVICE COMMISSION, 
Lewis M. Rosinson, Chairman, 

J. M. MALONE, Commissioner. 

JoHN R. THoMpsoN, Commissioner. 












































GEORGIA PUBLIC SERVICE COMMISSION, 
Atlanta Ga., April 17, 1958. 
Re H. R. 11574. 
Hon. RicHarp B. RUSSELL, 
Senator, United States Senate, 
Senate Office Building, Washington, D.C. 


Deak Dick: Recently, I received a bulletin from Hon. George R. Perrine, 
chairman of the Illinois Commerce Commission, and a member of the executive 
committee of the NARUC. Mr. Perrine commented on the feeling of concern on 
the part of several members of the executive committee about the activities of 
the General Services Administration. There is a considerable feeling that these 
activities, particularly in recent months, have resulted in duplication of effort 
as between GSA and the staff of the several regulatory commissions. 

While GSA has not participated in any of the rate proceedings in Georgia and 
I, thus, may not speak from firsthand experience, I have upon numerous occa- 
sions discussed this matter with State commission representatives, who, them- 
selves, have firsthand knowledge. I, therefore, feel that I am able to comment 
on the basis of the information so obtained. 

It appears to me, as chairman of the Georgia Public Service Commission, that 
GSA activities in recent months have bordered dangerously close, if not actually 
overlapping, to the normal activities of a commission expert staff. And from 
indications of GSA plans for future participation in rate proceedings, as evi- 
denced by its appropriations requests, it appears most certain that there will 
be, first, a considerable duplication of effort, and second, an assumption of the 
rights, duties and responsibilties of the regularly established regulatory agencies. 

From what I have learned about GSA activities in its appearances before State 
regulatory agencies, it seems that it usually tries to take over the functions of 
State staffs rather than try to assist the staff in an effort to arrive at a fair and 
reasonable conclusion. Generally, the representatives of the GSA in such matters 
are so-called experts who have made a failure in general practice and seem to 
be concerned only in disruption of usual procedures with the hope of obtaining 
some advantage for the governmental agency represented to the detriment of the 
general ratepayer. 

In conclusion, in the interest of the satisfactory performance of the regulatory 
agencies and in the interest of economy, I suggest that GSA activities be limited 
to the protection of its clients against discrimination. I am particularly con- 
cerned about Federal agencies, such as GSA, usurping functions properly be- 
longing to the States. 

I am writing this for the purpose of conveying to you my personal feelings on 
this subject and to be used as you see fit. 

Sincerely yours, 
Matr L. McWHortTeEr, Chairman. 
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UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
May 1, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices, Senate Committee on 
Appropriations, Washington, D.C. 


Dear Maaere: I am enclosing a letter received today from the chairman of the 
State of North Carolina Utilities Commission which I wish to be made a part of 
the record in opposition to H. R. 11574. 

With all kind wishes, I am 

Sincerely yours, 


Sam J. ERVIN, Jr. 


STATE OF NorTH CAROLINA UTILITIES COMMISSION, 
Raleigh, April 28, 1958. 
Hon. Sam J. Ervin, Jr. 
Senate Office Building, Washington, D.C. 


DeaR SENATOR: We are informed that H. R. 11574, now pending before the 
Senate Appropriation Subcommittee on Independent Offices and General Govern- 
mental Matters, will be heard by the committee on Thursday of this week. This 
bill, as you know, provides for an initial sum of $271,000 for the fiscal year 1959 
to be expended by the Government in sending representatives to appear before 
the State regulatory agencies on behalf of the protestants in rate hearings. 

This commission had some experience in like interventions on the part of the 
Federal Government in rate hearings wherein the OPA appeared and we found 
that such intervention by the Government was of little, if any, advantage to the 
ratepayer, but resulted in prolonged hearings and increased the expense of the 
hearing by building up voluminous records in the cases by injecting a great 
amount of testimony that was of little or no aid to our commission in arriving 
at a conclusion. 

It is our opinion that the appropriation asked for by the GSA could be much 
more wisely expended by the Government in other ways. 

If your views coincide with ours, we would appreciate your presenting this 
letter to the chairman of the committee above named. 

With my very highest personal regards and best wishes. 

Cordially, 
STANLEY WINBORNE, Chairman. 


COMMONWEALTH OF VIRGINIA, 
STATE CORPORATION COMMISSION, 
April 24, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman of Subcommittee on Independent Offices and General Govern- 
ment Matters, Senate Office Building, Washington, D.C. 

DEAR SENATOR MAGNuson: As Chairman of the State Corporation Commis- 
sion of Virginia, I would appreciate very much your entering into the record 
of your subcommittee’s hearings this protest against the growing activities of 
the General Services Administration in utility matters. This has special ref- 
erence to additional appropriations requested in H. R. 10881. 

Embodied herein is a pertinent excerpt on this subject from the bulletin issued 
February 18, 1958, by the executive committee of the National Association of 
Railroad and Utilities Commissioners, with which I concur. 

“* * * GSA’s statutory responsibilities to represent an executive agency in 
rate proceedings will be fulfilled if it brings to the attention of the ratemaking 
body the peculiar needs, if any, of the particular agency concerned and also 
ascertains that the executive agency is not discriminated against in terms of 
quality, kind or charges for service. However, it is GSA’s present practice to 
intervene in rate proceedings and assume on behalf of the United States Govern- 
ment the posture of an adversary; to make extensive studies and adduce. 
evidence on the various factors in the ratemaking process, including the valua- 
tion of utility property, the rate base, cost of capital, and the amount of earn- 
ings which constitutes a fair rate of return to a utility. This is wasteful 
duplication which unnecessarily prolongs the proceedings and increases the 
cost thereof.” 

The statement from the executive committee clearly shows how this Federal 
agency overlaps the regulatory process as well as extends its activities appar- 
ently beyond the authority heretofore granted. 
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These are times that cry aloud for economy and efficiency in Government, and 
yet we have here one Federal agency demanding a substantially larger slice of 
the taxpayer’s money so that it may duplicate the identical work for which 
another national agency, the Federal Communications Commission, is charged 
with the performance of such obligations and it is assumed has been given 
adequate funds for such purposes. This certainly is a waste of public funds 
from which the public does not receive any benefit. 

Whatever the motive that prompts GSA’s current request for enlarged ap- 
propriations, we can be assured that the granting of their request will soon 
result in an extension of this Federal agency’s activities even further into the 
State regulatory field, with further demands for larger and larger appropriations. 

The Virginia commission has its own engineering and accounting staffs who 
are well equipped and fully competent to develop all the essential facts in rate 
matters coming before the Virginia commission. This Federal agency cannot 
be of any benefit whatsoever to us in reaching our conclusions in rate cases. 
Whatever effect, if any, it might have would be extra expense to the utilities 
which the ratepayers would have to pay. In fact the establishment of such 
an agency is a reflection upon the integrity and competence of the Communi- 
eations Commission and each State commission. It is an inference that this 
agency is needed to see that the public’s interest is fully protected. Such an 
inference is clearly unjustifiable and unwarranted. It cannot possibly be of 
any benefit to the public, and speaking frankly, I cannot see any justification 
whatsoever for its existence. 

Respectfully submitted. 

H. Lester Hooker, 
Chairman, State Corporation Commission of Virginia. 


STATE oF CONNECTICUT, 
Pusitic UtTmities COMMISSION, 
Hartford, April 23, 1958. 
Hon. Cart HAYDEN, 
United States Senate, Washington, D.C. 


Dear SENATOR HayDEN: I am writing to register the opposition of the Con- 
necticut Public Utilities Commission to the appropriation requested by the Gen- 
eral Services Administration of the Federal Government for the purpose of per- 
mitting it to appear before Federal and State agencies in opposition to applica- 
tions for rate increases by utilities serving certain Federal agencies. 

As you know, the Congress and the State legislatures in establishing their 
regulatory commissions provided sufficient appropriations to staff properly all 
commissions with necessary technical experts to protect the public interest. It 
was necessary to do this because political subdivisions and individual members 
of the public as well as groups of the public are not in a position to afford the 
employment of expensive technical help required to present adequately their side, 
or position, in a complicated rate increase proceeding. 

It is very apparent that if you provide moneys in addition to those appro- 
priated to your regulatory agencies, you are doing in effect two things. First, 
you are impugning the competency and integrity of your Government regulatory 
commissions and, secondly, if you are not doing that, you unnecessarily are 
duplicating the appropriating of the taxpayers’ funds. 

As far as I know, the State legislature in their wisdom have not granted a 
duplicating appropriation to any agency outside of their established public utili- 
ties commissions. The fact that the General Services Administration was grant- 
ed this appropriation in the past has made the matters before the Federal 
regulatory commissions, and before some State commissions, more costly and 
time consuming than necessary in order to arrive at the same conclusions that 
would have been arrived at if the General Services Administration were not at- 
tempting to justify its existence. 

Our Connecticut Public Utilities Commission is in full accord with the resolu- 
tion calling for the disapproval of such an appropriation to the General Services 
Administration passed at the executive committee meeting of the National 
Association of Railroad and Utilities Commissioners in Washington, D. C., on 
February 13, 1958, a copy of which has been forwarded to your committee. 





398 INDEPENDENT OFFICES APPROPRIATIONS, 1959 


I trust that you will agree with us that such participation by a duplicating 


agency is contrary to the public interest and that the request for the appropria- 
tion will be denied. 


Sincerely yours. 
EvuGeENE §S. LOUGHLIN, 
Chairman. 


STATE OF DELAWARE, 
THe Pusiic SERVICE COMMISSION, 


Dover, March 26, 1958. 
Hon. Cart HAYDEN, 


Chairman, Committee on Appropriations, 
United States Senate, Washington, D.C. 


Dear SENATOR HAYDEN: In compliance with the last paragraph thereof, I en- 
close a copy of a resolution passed by the Public Service Commission of Dela- 
ware on March 19, 1958. 

The resolution concerns the opinion of our commission in regard to the waste 
and duplication which will result if the General Services Administration obtains 
increased appropriations for further participation in rate negotiations and liti- 
gation, concerning public utilities and railroads. These functions, rights, and 
duties are vested in regularly established agencies, such as the public utility 
commissions of the various States, as well as with Federal regulatory agencies 
such as the Federal Communications Commission, Federal Power Commission, 
and Interstate Commerce Commission. 

We shall appreciate any consideration you may be able to apply to the reso- 
lution. 

Respectfully yours, 


Grorce T. BIERLIN, 
Executive Secretary. 


RESOLUTION RELATING TO THE ACTIVITIES OF THE GENERAL SERVICES 
ADMINISTRATION OF THE FEDERAL GOVERNMENT 


Whereas the members of the Public Service Commission of the State of Dela- 
ware are greatly concerned about the extent to which the activities of the Gen- 
eral Services Administration of the Federal Government transgress upon the 
rights and duties of the regularly established agencies authorized to regulate 
railroads and public utilities ; and 

Whereas the responsibility for regulation and the duty to weigh and protect 
the respective interests of the public, the users of railroad or utility service, and 
the owner of the business, is peculiarly that of the regulatory agency created by 
Congress or the State Legislature and charged with regulatory responsibility ; 
and 

Whereas in the opinion of the public service commission the said General 
Services Administration has the statutory authority to represent executive agen- 
cies of the United States in rate proceeding, but is not charged with the respon- 
sibility for regulation and the duty to weigh and protect the respective interests 
of the public, the users of railroad or utility service, and the owner of the busi- 
ness; and 

Whereas in the opinion of the public service commission, the General Services 
Administration is following the practice of intervening in rate proceedings on be- 
half of the United States Government, and participating as an adversary, ad- 
ducing evidence on rate of return, rate base, cost of capital, valuation of prop- 
erty and other technical factors in the ratemaking process, and in most cases 
the position urged by General Services Administration is more extreme than that 
of any other participant, private or governmental; and 

Whereas the General Services Administration is now seeking from Congress 
greatly increased appropriations to finance even more participation in rate pro- 
ceedings; and 

Whereas in the opinion of the public service commission, the statutory respon- 
sibilities to represent an executive agency in rate proceedings will be fulfilled 
if it brings to the attention of the ratemaking body the peculiar needs, if any, 
of the particular agency concerned and also ascertains that the executive agency 
is not discriminated against in terms of quality, kinds or charges for services; 
and 

Whereas in the opinion of the public service commission, the present practice of 
General Services Administration is wasteful duplication, which unnecessarily 
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prolongs the proceedings and increases the cost thereof: Now, therefore, be it 

Resolved by the Public Service Commission of the State of Delaware, That the 
Congress of the United States refrain from granting increased appropriations to 
finance General Services Administration even more participation in rate nego- 
tiations and litigation, and to expand its activities in regulatory matters and em- 
ploy additional public-utilities consultants to prepare cases and appear in rate 
proceedings urging particular ratemaking theories and otherwise duplicate the 
work of the experts of the regulatory commissions; and 

That only appropriations should be made to General Services Administration 
for the purposes to make only such studies and adduce such evidence as is neces- 
sary to assure that the executive agency is not discriminated against in terms 
of quality, kind or charges for service; and 

That the Honorable John J. Williams, the Honorable J. Allen Frear, Jr. and 
the Honorable Harry G. Haskell, Jr., Members of the Congress of the United 
States from Delaware, be and they are hereby respectfully requested to oppose 
the enactment of such legislation to finance even more participation by General 
Services Administration in rate negotiations and litigation; and 

That the executive secretary of the Public Service Commission of the State of 
Delaware transmit copies of this resolution to the presiding officers of the United 
States Senate and the United States House of Representatives and to each 


Senator and Congressman from Delaware, and George R. Perrine, NARUC 
executive committee. 


Dated March 19, 1958. 
By order of the commission : 





—— , Chairman. 
, Member. 
, Member. 
GrorcE T. Bern, Executive Sccretary. 











UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 


May 9, 1958. 
Hon, Cart HAYDEN, 


Chairman, Committee on Appropriations, 
United States Senate, Washington, D. OC. 


My Dear SENATOR: I am enclosing a letter of March 18 to me from Hon. 
Alan 8. Boyd, chairman of the Florida Railroad and Publie Utilities Commission 
protesting the recently adopted practice of the General Services Administration 
in intervening in rate proceedings on behalf of the United States Government 
before various State commissions. 

I would appreciate your having this attached letter printed in the committee 
hearings on the GSA appropriation request. Please return Mr. Boyd's letter 
to me when it has served your purpose. 

With kind regards, I remain, 

Yours faithfully, 


Sprssarp L. HOLLAnp. 


FLORIDA RAILROAD AND Pusiio Utiitries COMMISSION, 
Tallahassee, March 18, 1958. 
Re General Services Administration appropriation request. 
Hon. SpessarD L, HoLLANnp, 
United States Senator, State of Florida, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR: It has come to my attention that the General Services Ad- 
ministration, a creature of the Congress, has adopted the practice fairly re- 
cently of intervening in rate proceedings on behalf of the United States Gov- 
ernment before various State commissions. This intervention has been in the 
nature of adversary participation and includes adducing evidence of rate of re- 
turn, rate base, cost of capital, valuation of property and other technical fac- 
tors in the ratemaking process, including the urging of particular theories of 
ratemaking on the commissions. 

I recognize and respect the statutory authority of the General Services Ad- 
ministration to represent executive agencies of the United States in rate pro- 
ceedings. I am writing to state that in my opinion the Administration has been 
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overzealous in its activities and from its requested appropriations for the fiscal 
year 1959 is desirous of extending its present activities in this field. 

As a member of the Florida commission and as one who has high regard for 
what we designate States rights, I am unhappy with past actions and present 
trends of these aspects of General Services’ activities. The responsibility for 
regulation and the duty to weigh and protect the respective interest of the pub- 
lic, the consumer and the owner of the utility or transportation business is specif- 
ically within the realm of the Federal agencies and State commissions charged 
with such regulatory authority. The General Services Administration does not 
have such statutory responsibility. 

General Services is now seeking from Congress increased appropriations to 
finance more participation in rate proceedings. The requested appropriations for 
its transportation services for fiscal 1959 to “allow more adequate participation in 
rate negotiations and litigation, and some improvement in services to civilian 
agencies,” exceeds by some $400,000 the expenditures of 1957 for transportation 
services. Similarly, althought General Services 1957 expenditures for the entire 
program of public utilities management amounted to only about $60,000, it now 
seeks more than 4 times that amount, over $270,000, for its fiscal 1959 program of 
public utility management including SAGE program participation. With the in- 
ereased funds General Services proposes to expand its activities in regulatory 
matters and employ additional public utility consultants to prepare cases and 
appear in rate proceedings. 

It would appear that General Services responsibilities to represent an agency 
in rate proceedings would be fulfilled by bringing to the attention of the proper 
regulatory body the peculiar needs, if any, of the particular agency concerned and 
to ascertain that the subject agency is not discriminated against in connection 
with charges or kind of service. However, it appears to be General Services 
present practice and future desire to intervene in rate proceedings and assume 
on behalf of the United States Government the position of adversary to make 
extensive studies on the various factors of the ratemaking process as mentioned 
in my first paragraph and to generally go into these matters with hammer and 
tongs. This is exactly what the various State legislatures and the Congress ap- 
propriates money for regulatory agencies’ staffs to accomplish. This constitutes 
wasteful and unnecessary duplication of efforts which unnecessarily prolong the 
proceedings and increases the cost of such proceedings. 

I am conscious of the sincere desire of every Member of Congress to eliminate 
from the budget nonessential items. Believing as I do that the proper regulatory 
agencies, State and Federal, are not only conscientious but well qualified to carry 
out their statutory duties, and believing further that there is no desire on the 
part of any of these agencies to discriminate against any of these agencies of 
the Federal Government, I have no fear in alleging that such expenditures as I 
have described above are completely nonessential. I will even go further and 
say that it is through the unnecessary efforts of parties, public and private, 
such as the General Services Administration who add to the regulatory lag we in 
the field of regulation are trying to overcome. 

Should you desire additional information, please let me know and I will see 
that you get it. I have taken the liberty of writing each member of the Florida 
delegation a similar letter and wish to urge that even though this is an insignif- 
icant amount of money involved in the budget picture, it is a good place you can 
Save some money and use it in a more worthwhile purpose. 

With my kindest personal regards, I am, 

Sincerely, 


ALAN 8S. Boyp, 
Chairman. 
UNITED STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
April 30, 1958. 


Hon. Cart HAYDEN, 
Chairman, Appropriations Committee, 
United States Senate. 


DeaR SENATOR HAYDEN: The other day I received a copy of the attached letter 
addressed to Senator Thye from the Minnesota Railroad and Warehouse Com- 
mission. 
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Since the matter they are concerned about falls within the jurisdiction of the 
Appropriations Committee, I am bringing this letter to your attention with the 
hope that it will be given every consideration. 

Best wishes. 

Sincerely yours, 
Husert H. HUMPHREY. 


MINNESOTA RAILROAD AND WAREHOUSE COMMISSION, 
STATE OFFICE BUILDING, 
St. Paul, April 25, 1958. 
lion. Eowarp J. THYE, 
United States Senator, 
Senate Office Building, Washington, D.C. 


Dear SENATOR THYE: It has come to our attention that the General Services Ad- 
ministration of the Federal Government is seeking from the Senate Appropria- 
tions Committee a greatly increased appropriation for 1959. It is our under- 
standing that the GSA is asking for these additional funds in order to increase 
its intervention before State regulatory commissions in utility and common car- 
rier rate proceedings. 

We in the State regulatory work find this is an unwarranted usurption of 
the responsibilities clearly belonging to the several States as intended by 
the State legislatures in creating these regulatory commissions. 

Knowing that you are a member of the Appropriations Committee and also 
being aware of your strong feeling on States rights, we thought that the Min- 
nesota Railroad and Warehouse Commission should bring this matter to your 
attention. 

GSA’s expanding rate activities are of grave concern to State regulatory agen- 
cies, are wasteful duplication and its extreme position in rate proceedings is 
not in the public interest. 

GSA expended $61,000 in fiscal 1957 on these activities. For fiscal 1958 it ob- 
tained $206,000. It now seeks an initial sum of $271,000 for fiscal 1959—a four- 
fold increase in 2 years, and it is certain it will be requesting a greatly expanded 
appropriation each following year. 

GSA wastes taxpayers’ funds through bureaucratic duplication and usurps 
the rightful function of the State and Federal regulatory agencies. 

Congress has previously indicated its opposition to such bureaucratic duplica- 
tion. In 1952, the Office of Price Stabilization was denied the right to intervene 
in general rate cases before regulatory agencies. 

This view was fully supported by the report of the Senate Appropriations Com- 
mittee on the second supplemental appropriations bill, 1958 calendar No. 1367, 
85th Congress, 2d session. 

Federal and State regulatory bodies are required by law to foster and promote 
good service to the public at rates fair to the consumer, including the Government, 
and to the utility. GSA has no such dual responsibility, and exhibits no concern 
for the financial soundness of utilities. 

We would appreciate your making known to your commitee the views of our 
Commission. 

A copy of this letter is being sent to each Minnesota Representative in 
Congress. 

We sincerely hope you will use your efforts in defeating this waste of public 
funds. 

Respectfully, 
EWwaLp W. LUND, 
Chairman, 
HJALMAR PETERSEN, 
Commissioner. 
PauL A. RASMUSSEN, 
Commissioner. 


MoNnTGOMERY, ALA., February 27, 1958. 
Senator Lister HILL, 


Senate Office Building, Washington, D.C.: 


The executive committee of the National Association of Railroad and Utility 
Commissioners has called to the attention of this commission that General Serv- 
ices Administration of the Federal Government has requested a substantial in- 
crease in its appropriation for 1958 and 1959. The purpose of this increased ap- 
propriation is to enable GSA to become more active in rate proceedings before 
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eee established agencies authorized to regulate railroads and public 
utilities. 

It is recognized that GSA has the statutory authority to represent executive 
agencies of the United States in rate proceedings. However, the responsibility 
for regulation and the duty to weigh and protect the respective interests of the 
public, the user of railroad or utility service, and the owner of the business is 
peculiarly that of the regulatory agency created by Congress or the State legisla- 
ture and charged with regulatory responsibility. GSA is not charged with that 
responsibility. 

GSA should limit its participation in rate proceedings so as to bring to the 
attention of the regulatory agency any peculiar needs of the particular agency 
represented by GSA, and GSA should make only such studies and adduce such 
evidence as is necessary to assure that the executive agency is not discriminated 
against in terms of quality, kind, or charges for service. 

Any participation on the part of GSA beyond its statutory authority is a waste- 
ful duplication which prolongs proceedings and increases the cost thereof. It also 
transgresses upon the rights and duties of the State commissions and is in con- 
flict with the principles of States rights. We urge you to oppose any appropria- 
tion for this purpose. 

Cc. C. Jack Owen, 


President. 
JIMMY HITCHCOCK, 
Association Commissioner. 
Srey Poor, 
Associate Commissioner, Alabama Public Service Commission. 


FCC STATEMENT ON GSA POSITION 


Mr. Froerr. On the other hand, Mr. Chairman, I think Mr. Hyde, 
Chairman of FCC, testified recently that we were performing a 
service and it was not duplicating work that his Commission was 
doin 

Beckton Macnuson. I think there is no question but that you should 
be represented and this is what this originally started about, to see 
there would be no discrimination against the Government. 

Mr. Fioetre. There hardly ever is. These cases do not involve dis- 
crimination against the Government. If we were to limit it to just 
that, we would not have any particular function to perform. 

If Congress wants to change the law, that is all right with us, but 
the way it is, I cannot interpret it in any other way but that we have 
to appear on behalf of the executive agencies of the Government. 


ACTUAL AMOUNT REQUESTED 


Senator Maenuson. Are you asking for three times the amount of 

money compared to what you asked for last year? 

I think these commissions should be answered. They pose the ques- 
tion that it is your intention to quadruple or greatly enlarge these 
activities. 

Mr. Mitts. I would like to explain that. 

The quadrupling figure was apparently arrived at by including the 
$200,000 which we asked as an appropriation for SAGE representa- 
tion in 1959 while ignoring the amounts available for that purpose 
in 1958. 

There was a special act of Congress which directed GSA to repre- 
sent the Air Force interests in the SAGE proceedings. Financing 
during 1958 was provided in part by allocation from the President’s 
emergency fund and in part by supplemental appropriation. 

It is only by ignoring the 1958 financing that you can arrive at the 
quadrupling figure. Otherwise, excluding SAGE, it is only $20,300 
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above what it was last year for public utilities activities. Even in- 
cluding SAGE the total increase over 1958 is only $65,300, or 30 
percent. 1 : 

Senator Ettenper. FCC has its own investigators. 0g 

Mr. Mitts. I would like to insert in the record at this point the 
testimony of Mr. Hyde, Commissioner of FCC. 


HOUSE REPORT 


In connection with the question of possible duplication between 
GSA and FCC, the report of the Committee on Appropriations of the 
House of Representatives, Report No. 1543, on the Independent Offices 
appropriation bill, 1959, states as follows: 

This year Commissioner Hyde of the Federal Communications Commission 
decribed the role the GSA has in matters before the Commission as follows: 

Mr. Hype. Our duty is to protect all users, private users, corporate users, 
Government users, when they appear before us in that capacity, to see that there 
are no discriminations favoring one class as against another ; and we do endeavor 
to protect all, we will call them consumers in a collective way. That does not 
means that any person who feels he has a view to urge should not seek to make 
a presentation in this kind of case. 

Mr. Tuomas. * * * So you think they fulfill a useful purpose then? 

Mr. Hype. I believe they have a duty to watch out for their interests from 
their viewpoint, and that is not a duplication of our work.” 


APPEARANCE IN STATE CASES 


Senator Macnuson. These protests are from the State commissions, 
and I have been told that you have gone ahead on purely intrastate 
cases. 

Mr. Mitts. We have not appeared before most of the regulatory 
os of those States from whose representatives you have read 

etters. 

Senator Magnuson. Then all of these commissions are all wrong? 

Mr. Mitts. That is a matter of opinion, sir. We believe they mis- 
understand our role. 

Senator Exienper. I would like to pose this question, since Mr. 
Hyde’s name was mentioned. The GSA has stated that the FCC ap- 
proves of GSA intervention in FCC proceedings. Before the House 
committee, Commissioner Hyde was asked several questions on this 
ne and the answers were not entirely clear. 1 wonder if you would 

good enough to tell the committee whether you think that the staff 
functions performed by the FCC are adequate to protect the interests 
of the Federal Government or do you believe that there is no dupli- 
cation in providing a similar staff for GSA. 

Here you have two separate staffs, all Government employees, and 
you say there is no duplication. 

Mr. Mitts. We say they are performing different functions. 

Senator E.tenper. The judge does but not the investigators. The 
judge takes four FCC investigators the same as investigators you fur- 
nish which are all Government. That is what I cannot understand. 

Mr. Mits. I think if we could get the FCC staff here today they 
would agree that in the SAGE proceeding we have served a useful 
purpose. 

Senator E.tenper. I can get any Government agency to say that. 
Here on one hand you have a staff representing the FCC which goes 
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out on its own and then you have another set of Government people 
to present their interests and probably the same facts to the same 
judge. west 

Senator Sartonstatyi. Along the line of questioning of the Senator 
from Louisiana, the GSA would represent the Government before the 
FCC or before the Massachusetts State Public Utilities Commission. 


PERSONNEL ENGAGED IN INVESTIGATION 


Senator Dirksen. How many people do you have assigned to this? 

Mr. Mitts. In the SAGE matter 11 professional and clerical people 
presently working in those 3 proceedings. 

Senator Dirksen. As accountants ? 

Mr. Mis. Technical] witnesses, economists, rate experts, and sec- 
retarial. 

Senator Dirksen. How many lawyers? 

Mr. Mitts. Three lawyers. 

Senator Dirksen. How many engineers? 

Mr. Mirus. The 11 includes the engineers. The entire staff would 
comprise 14. 

Senator Dirksen. These people are quarreling about the duplica- 
tion of effort. Every State commission is equipped with engineers, 
accountants, lawyers, all that they need so they proceed to set a rate 
basis. It does not make any difference whether it is reproduction 
value as a base or some other factor. They set up their bases through 
engineering studies. I think their contention is you duplicate that 
work, do the same thing and come up with new theories for ratemak- 
ing when, as a matter of fact, since that is factual data that they 
deduce that that should be enough for any intervention they should 
make and they charge you with taking an adversary position with 
respect to ratemaking. 

Mr. Fiorre. What should be our position ? 


QUESTION OF ACCEPTING STATE DATA 


Senator Dirksen. What is wrong with the data they develop? 


The Virginia Commission has its own engineering and accounting staffs who 
are well equipped and fully competent to develop all of the essential facts in 
rate matters coming before the Virginia Commission. This Federal agency 
cannot be of any benefit whatsoever to us in reaching the conclusions in rate 
eases. Whatever effect, if any, it might have would be an extra expense to the 
utilities which the rate payers would have to pay. 


Do you accept the data that the State engineers and accountants 
develop under the State commissions or do you not? Do you go be- 
hind their work and then first seek to set up a base and then determine 
what an equitable return is on that base? Do you go behind it? 

Mr. Denniston. Mr. Senator, may I speak to that point? 


PROBLEMS IN INVESTIGATING FIELD 


As an illustration of the problems we run into in that field, it is 
true that some of the commissions do investigate and supply evidence 
into the record of particular proceedings of all of the major issues 
in the case, but as an example of this recent case in California of the 
Pacific Telephone & Telegraph Co., in that case the staff and the Cali- 
fornia commission, I believe, just from personal observation, has the 
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largest and best equipped staff of any State commission with which 
I have had contact—they did a tremendous investigative job on var- 
ious issues of the case but did not submit any evidence whatever on the 
rate of return issue which is the most crucial or determining issue in 
the whole case, and it left the record in that case solely based on the 
contentions of the company. 

Senator ELtenper. What about the FCC investigator ? 

Mr. Denniston. In the FCC case, Congress passed Public Law 968 
in 1956 which made a special direction to us in connection with that 
case and during the hearings of that case the argument was advanced 
that if the Air Force or the Department of Defense representatives 
did go into these proceedings, it would be duplicating the FCC work, 
but notwithstanding that contention made at that time, this provision 
was written into Public Law 968 which specifically directed our par- 
ticipation. 

enator ELtenper. You are speaking now of the SAGE case? 

Mr. Denniston. Yes. The point mentioned by Mr. Mills, as to the 
ones you have read, we have not appeared in most of those States 
that have written those letters. However, we have appeared before 
a number of other State commissions from which you have not read 
correspondence. 

Senator Magnuson. These are just what I have over here. I have 
a stack over in my office that high. There is no necessity to have state- 
ments from all 48 States because they all say practically the same 
thing and make almost the same type of criticism. 

Mr. Miis. The FCC staff, of course, does not appear before any 
of the State regulatory bodies. 


STATES FEAR GSA INTERVENTION 


Senator ELLtenper. When you are talking about SAGE you are 
talking about an entirely different type of case. These are State cases 
and I think the fear is that you will come in and appear before State 
cases which they say they can handle themselves. They have rate 
experts and engineers, and as long as the Government is not discrimi- 
nated against, the Government would only prolong the case and do 
many of the things that you are suggesting here. That is what they 


say. 

Vir. Denniston. They have made the same representations to us. 

Senator Satronstaut. This is primarily with respect to SAGE, 
is it not? 

Mr. Denniston. Not the telegrams he is quoting. This increased 
appropriation for public utilities is primarily for SAGE. 


EXEMPTION BY DOD 


Senator Sarronstauu. If this additional money is for SAGE, the 
Secretary of Defense can exempt your administration if it is in the 
best. interests. 

Mr. Denniston. Public Law 968 was enacted after that and we 
have an agreement with the Department of Defense—— 

Senator Sauronsrau. Is this not the law you are working under? 

Mr. Denniston. Yes, sir; but it has been supplemented by Public 
Law 968, which has reference to that law which says that all negotia- 
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tions and proceedings arising out of the SAGE contracts shall be 
handled in accordance with section 201 of the GSA Act. 

Senator Satronstauy. But that still exempts you. 

Mr. Frorrr. The Secretary of Defense has not taken any action to 
exempt himself. 

Senator Satronstaty. From your point of view, if Congress wants 
it exempted or if this committee thinks it is wise to exempt it, then 
we should call it to the attention of the Secretary of Defense and ask 
him to give it consideration. 

Mr. Denniston. It has been our position that the enactment of 
Public Law 968 dealing with this specific subject matter took prece- 
dence over the exempting authority in the GSA Act but in any event, 
any question about that has been resolved by the interagency agree- 
ment between the Department of Defense and GSA, and because the 
Department of Defense did not have funds available for the handling 
of these proceedings before the FCC and the State Commissions, we 
have a very satisfactory arrangement with the Department of Defense 
for the handling of these cases. 

Senator Satronstatu. But your position is unless the Secretary of 
Defense specifically exempts you, it is your position to represent the 
Department of Defense in these cases ? 

Mr. Denniston. Yes, sir; we must very definitely represent them. 

Senator Sauronsratu. If the Secretary of Defense wrote you and 
said that they did not want you to do it, then that would end it. 

Mr. Denniston. I think there would be some question whether that 
is consistent with the action of Congress in Public Law 968. 


INTERVENTION OF MILITARY IN SAGE CASE 


Senator Dirksen. Does any Department of the military intervene ? 
Mr. Denniston. They initially did in one phase of the proceedings, 
but when Public Law 968 was enacted it was discussed between the 
agencies and the Air Force had no plan to continue and they are no 
longer active in the case. We are representing Air Force in the case. 

Senator Dirksen. That is since the 84th Congress? 

Mr. Denniston. Yes. 

Senator Dirksen. They indicated in a military construction bill in 
the 84th Congress that they had authority, that they were protecting 
the Government as a consumer and at that time I think the Army had 
already intervened before FCC in the SAGE case. 

Mr. Denniston. I do not believe that is quite correct, Senator. I 
think the record will show while they intervened they indicated that 
they did not feel that they had a duty to proceed with the case itself. 

Senator Dirksen. I read you the language in the House report: 

The Department of Defense has already intervened in a pending proceeding be- 
fore FCC involving the bulk of the rates for the SAGE project. 

Mr. Denniston. That is correct, but following the enactment of 
Public Law 968 when we conferred with them we found they had no 
funds budgeted for the purpose. 

Mr. Fuorrr. Mr. Chairman, we have a factual statement on the 
SAGE proceedings which we would like to have inserted in the record. 
We believe it will be useful to the committee in its deliberations. 

Senator Macnuson. Very well. 
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(The statement referred to follows:) 


SAGE 


SAGE is the first letter abbreviation for “Semi-Automatic Ground Environ- 
ment.” It is a system employing the use of radar information which is trans- 
mitted to direction centers housing digital computers and other electronic equip- 
ment. It is designed to shorten the time interval between the discovery of an 
attacking enemy aircraft and the use of planes and missiles to bring it down. 
The system involves a large amount of leased private line telephone services to 
proviue the necessary communications. SAGH utilizes all available types of 
leased or private line telephone services, with the bulk or approximately 90 
percent of the service consisting of the telephone grade private line service. 

The Air Force determines the need for the private line telephone service to be 
provided by the telephone companies at their published tariff rates and has sole 
responsibility for the operation of the SAGE system. GSA’s statutory respon- 
sibility is limited entirely to the representation of Air Force and other Govern- 
ment agencies before the regulatory bodies in order that such bodies will have 
before them the position of the Government as a user or consumer of large 
quantities of service. In addition to the charges for the service itself, the Air 
Force must guarantee to take service for a minimum period of 10 years in con- 
nection with the new facilities that are being constructed and on which the 
contingent liability is expected to reach $222 million. The tariffs authorizing this 
contingent liability are also under investigation, and GSA is representing the Air 
Force in this phase of the matter. 

According to Congressman Vinson, the total cost of the system (SAGE) is 
estimated to be $1,945 million—almost $2 billion—and the annual operating cost 
$440 million, with the leased communications to cost approximately $150 million 
annually (Congressional Record, p. 404, January 15, 1958). Even at the present 
time before the completion of SAGE the Government's bill is approximately 
$32 million per year for all of the private line services used by the various 
Government agencies. Upon completion of the SAGE system the Government's 
annual bill, as stated by Congressman Vinson, will be approximately $150 million 
for SAGE services alone. Increasing overall Government use of private line 
services, exclusive of SAGH, is also anticipated. 

Extensive congressional hearings on the subject of Operation SAGE first 
brought that project to the attention of GSA during the middle of 1956. 
These hearings resulted in the enactment of Public Law 968, 84th Congress, 
under which it was provided in section 303 as follows: 

“Negotiations with communication common carriers, including cooperatives, 
and representation in proceedings involving such carriers before Federal and 
State regulatory bodies where such negotiations or proceedings involved con- 
tracts auchorized by this paragraph, shail be in accordance with the provisions 
of section 201 of the act of June 30, 1949, as amended.” 

Section 201 of the act of June 30, 1949 (the Federal Property and Administra- 
tive Services Act), makes it mandatory upon the Administrator of GSA, “to 
the extent that he determines that so doing is advantageous to the Government 
in terms of economy, efficiency or service,” to represent the executive 
agencies * * * “in proceedings involving carriers or other public utilities before 
Federal and State regulatory bodies.” 

In the hearings on Public Law 968, it was contended that Air Force’s only 
duty was to pay the published tariff, that any work done by Air Force in the 
rate field would duplicate FCC functions, and that rate matters should be left 
entirely to that body. Congress, however, added section 303 to Public Law 
968, expressly directing that proceedings involving SAGE “shall be in accord- 
ance with” GSA’s basic statute. Thus Congress, in passing Public Law 968, 
expressly considered whether duplication might exist between GSA’s represen- 
tation of executive agencies in the SAGE proceedings and the responsibility of 
the FCC as the regulatory body, but nevertheless made the specific provision 
contained in section 303 for representation by GSA. 

There is an important distinction, however, between the interests represented 
by GSA in regulatory proceedings, on the one hand, and by the FCC on the 
other. GSA’s role in the SAGE proceedings is limited to serving as the statu- 
tory advocate protecting the Government’s interest as a consumer or user of 
the service. It presents evidence and otherwise participates in these and other 
regulatory proceedings in the same manner as any other large consumer or 
shipper, including not only large industrial users but municipalities and other 
governmental interests. FCC, on the other hand, is charged with the respon- 
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sibility of determining and prescribing the lawful rates for all users or con- 
sumers of the service, and in the quasi-judicial process of determining such just 
and reasonable rates it is required to consider and balance the interests of the 
utility company and the interests of all consumers. Thus, the FCC does not 
“represent” the consumer interest in an advocate capacity, as does GSA, any 
more that FCC “represents” the company or investor interest. The FCC (or 
any other Federal or State regulatory body) decides the case in the light of these 
opposing interests and is, in effect, the judge, while GSA is the statutory at- 
torney representing one of the consumers appearing before it. 

In connection with the question of possible duplication between GSA and FCC, 
the report of the Committee on Appropriations of the House of Representatives, 
Report No. 1543, on the Independent Offices appropriation bill, 1959, states as 
follows: 

“This year Commissioner Hyde of the Federal Communications Commission 
described the role the GSA has in matters before the Commission as follows: 

“Mr. Hype. Our duty is to protect all users, private users, corporate users, 
Government users, when they appear before us in that capacity, to see that there 
are no discriminations favoring one class as against another; and we do endeavor 
to protect all, we will call them consumers in a collective way. That does not 
mean that any person who feels he has a view to urge should not seek to make a 
presentation in this kind of case. 

“Mr. THomas. * * * So you think they fulfill a useful purpose then? 

“Mr. Hyove. I believe they have a duty to watch out for their interests from 
their viewpoint, and that is not a duplication of our work.” 

In order to provide for the necessary counsel and technical assistance for the 
SAGE proceedings, GSA was allocated in September of 1957 $50,000 from the 
“emergency fund for the President, national defense, 1958” to be “available for 
necessary expenses of representing interested Government agencies in rate pro- 
ceedings before Federal, State, and local regulatory bodies in connection with 
communication services required for the semiautomatic ground environment 
system authorized by section 303 of the act of August 3, 1956 (Public Law 968).” 
This allocation stated that “The need for effective and competent representation 
of the Government in pending rate proceedings is urgent and may ultimately 
result in substantial savings to the Government.” * 


SAGE PROCEEDINGS 


The basic proceedings before the FCC, dockets 11645 and 11646, in which GSA 
has intervened, involve a general investigation of rates and practices for private 
leased line services of both A. T. & T. and Western Union, and an inquiry into 
the lawfulness of various A. T. & T. tariffs (Nos. 134, 135, 140, 145, 208, 220, 
and 231) and Western Union tariff (No. 237) to determine, among other things, 
whether the basic charge of $3 per mile per month is lawful under the act, and 
whether the Commission should prescribe just and reasonable charges. Pursuant 
to the request of the FCC, the companies have introduced cost studies covering 
private line services in general. 

On February 7, 1958, GSA filed a petition asking for a 25 percent reduction in 
the $3 rate for the telephone grade of service on the basis of the study supplied 
by A. T. & T. which indicated that the rates for the telephone grade of private 
line service were excessive on the basis of the cost of such service and the rela- 
tionship of the earnings from other types of services. In this petition, GSA also 
recommended to the FCC “any other appropriate upward or downward ad- 
justments to bring the rate structure into balance.” By this statement GSA 
recognized that the FCC might raise the rates on the services on which the earn- 
ings are below average in conjunction with any reductions ordered. 

Extensive hearings have been held before the FCC over a 2-month period 
and are still in progress. 


DATA TRANSMISSION CHANNEL PROCEEDING, DOCKET 12194 


A substantial portion of the SAGE requirements, 25 percent or better, is for 
so-called private line channels for the use of data transmission. The circuits 
are voice or telephone grade service which are given some special treatment to 


1 Public Law 85-352, approved March 28, 1958, appropriated $75,000 additional for the 
fiscal year 1958. 
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produce the quality of service required for high-speed data transmission. On 
August 28, 1957, A. T. & T. filed a new tariff, No. 237, establishing five grades of 
data transmission service. Grades 1 through 4 were brought forward in this 
tariff at the existing rates. Grade 5 rates covering the high-speed data transmis- 
sion circuits used on SAGE were increased, however, from the basic rate of $3 
per mile to $4 per mile, or an increase of 3344 percent. 

The company offered the tariff filing on the theory that it covered a new class 
of service not previously rendered. If the company had been correct, this would 
have relieved it of the necessity of justifying the increase in charges for these 
services. GSA filed a petition with the FCC, contending (1) that the services 
were available and priced under existing tariffs, (2) that the increase in rates 
must be justified by the company and the burden of proof sustained by the 
company, and (3) that the tariff should be suspended. 

On September 30, 1957, the FCC granted GSA’s petition by suspending the tariff 
for the full period of its statutory authority, or until January 1, 1958. A so- 
called accounting order was included which required the company to keep sepa- 
rate accounts of the amounts collected in the event that the case was not decided 
by January 1, 1958, and the rates should go into effect. This action established 
the existing basis for a refund of the difference between the 3344 percent requested 
increase and the rate finally approved by the FCC. 

The Commission specifically sustained GSA’s contention that the services could 
be priced under existing tariffs. The net effect of this action was to place 
squarely on the company the necessity of justifying the premium or 334 percent 
increase in rate over the normal telephone grade of service. If these rates had 
already been in effect (as they would have been if the company’s contention had 
been sustained), their validity could have been tested adequately only by the 
filing of a formal complaint, which would have placed the burden of proof on 
GSA rather than on the company. From the practical and technical standpoint, 
it would have been almost impossible to sustain this burden because all of the 
necessary data are in the company’s records. A 2-day hearing took place in 
December 1957. After awaiting an indication from A. T. & T. that it was pre- 
pared to proceed with justification of its requested increase, the FCC on April 22, 
1958, ordered the consolidation of this case with dockets 11645 and 11646. 


A. T. & T. SPECIAL CONSTRUCTION TARIFF NO. 145 


Aside from the rates charged for services, the SAGE proceedings involve the 
imposition of so-called contract termination liability charges, the effect of which 
is to guarantee that the Air Force will take service for 10 years, or in lieu thereof 
pay a termination charge. A ceiling of $222 million on such contingent liability 
has been specially imposed by Congress. 

The company’s preexisting tariff No. 145 covering special construction did not 
authorize the imposition of contract termination liability charges, although it 
did, in general terms, authorize the company to require the consumer to pay the 
cost of special construction. On August 23, 1957, the company filed a revised 
tariff No. 145, which provided for the contingent liability basis. Numerous meet- 
ings were held by GSA with the company, together with Air Force, Army, and 
Navy, to seek changes of the company’s proposal which would be more favorable 
to the Government. As a result improvements were made by the company in 
response to GSA’s request involving primarily a determination of special con- 
struction costs on an actual, rather than an estimated, basis. 

Early in 1958, the FCC questioned the legality of a tariff such as No. 145 fixing 
liabilities on the basis of the costs incurred rather than specifying dollars and 
cents charges. GSA in response to an invitation by FCC, filed a brief in support 
of the legality of the tariff on the basis of the special legislation by Congress 
embodied in Public Law 968, even though under normal circumstances dollar and 
cents charges would probably have been required. 


GENERAL 


The SAGE proceedings do not involve the general rate structure of the com- 
pany or overall company earnings or profits. FCC orders limit the issues to an 
investigation of specified rates and related matters. It is, therefore, a rate case, 
rather than a general revenue case, and involves a balancing of the various rates 
within the rate structure, rather than the overall earnings of the company. 
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STATE COMMISSIONS 


Senator Dirksen. You gentlemen have not made it clear to us at 
what point you start and where you trample on the toes of the State 
commissions that have gotten these State commissioners up on their 
high horse. They have all been up here, firing telegrams and com- 
munications, and they insist you are carrying on a duplication of 
effort. I do not think you have persuaded this committee that you are 
not by what you have said thus far. 

Mr. Mrs. I think a person would naturally fare better in court if 
there were no opposition. That is what this boils down to. The way 
GSA administers this program is to screen the new dockets in con- 
nection with rate proceedings, both public utility and transporta- 
tion. In a recent month we screened something like 9,000 transporta- 
tion dockets and out of those 9,000 dockets there were some 60 to 80 
cases that seemed to have some substantial impact on the Govern- 
ment. Out of those 60 to 80 cases which were reviewed and analyzed 
by our transnortation staff, we entered and participated in only 1 
case before a State regulatory body. The same general type of review 
is applied to public utility cases. 

Senator Dirksen. Up to that time there was no conflict between 
ry] activities and the State agencies because that was just a screening 
job? 


FEW CASES IN CONFLICT 


Mr. Mrius. That is right. Any possible conflict would occur in that 
very small percentage of cases in which we actually do appear. 

At the present time there is only 1 proceeding involving a trans- 

ortation matter before a State commission; there are 11 proceedings 
involving public utilities which are pending before State commissions, 
£0 in effect we are talking about’ 12 cases nationwide. I think it is a 
legislative matter for you to decide whether you feel we are serving 
a useful purpose or not. We are only doing what we regard as our 
legal mandate under existing law. As long as this legislation stays 
on the books we have no alternative but to proceed as we have been 
proceeding. 

Senator Erzenper. Is there not some dispute as to the interpreta- 
tion of what your responsibility is between the lawyers or the utility 
commissions and yourself? 

Mr. Miuts. Yes. Their interpretation is to limit us to the dis- 
crimination area which in effect puts us out of virtually all cases. 
There is nothing for us to do if we are limited to discrimination cases 
only. 

Senator Macnuson. Let me read this paragraph and see where you 
disagree with it. This I think is best stated. It is in shorter language. 
This comes from the Alabama commission. It says: 


It is recognized that GSA has the statutory authority to represent executive 
agencies of the United States in a rate proceedings. 


We will agree there. 


However, the responsibility for regulation and the duty to weigh and protect 
the respective interests of the public, the user of the railroad or utility service 
and the owner of the business is peculiarly that of regulatory agency created 
by the Congress or the State agency and charged with regulatory response. 
GSA is not charged with that responsibility. 
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Do you disagree with that statement ? 
Mr. Muzs. No, sir. 


Senator Magnuson (reading) : 


GSA should limit its participation in rate proceedings so as to bring to the at- 
tention of the regulatory agency any peculiar needs of the particular agency of 
Governwent represented by GSA, and GSA should make only such studies and 
adduce such evidence as is necessary to assure that the executive agency is not 
discriminated against in terms of quality, kind, or charges for service. 

Mr. Mitts. We do disagree with that statement. _ 

Senator Macnuson. That is where we have the disagreement. — 

Mr. Miuts. If we limited ourselves solely to the point of discrimina- 
tion, we would not be here asking for an appropriation. There would 
be nothing for us to do. ; wens 

Senator Dirksen. Let’s assume that in the State of Virginia—— 

Senator Maanuson. Let me finish this one paragraph (reading) : 

Any participation on the part of the GSA beyond its statutory authority which 
they attempted to find is a wasteful duplication which prolongs proceedings and 
increases the cost thereof. It also transgresses upon the rights and duties of the 
State commission and is in conflict with the principles of State rights. 

Mr. Mus. That is just the type of letter I would write if I were 
advocating that GSA not participate in these cases. 

Senator Magnuson. These are the public service utility commis- 
sioners. In some States they are elected officials and in others they 
are appointed by the governors. 

That gets down to the meat of the coconut. 


GSA DENIES LIMITATION OF RESPONSIBILITY 


Mr. Fioere. I cannot read into the act itself any clause that sug- 
gests that we are merely to appear to avoid discrimination. I can- 
not read it there. 

Senator Dirksen. Let’s assume a group of consumers in Richmond, 
Va., rebels against a rate requested by the public utility there and they 
all show up before the commission. iere are their engineering 
studies before the commission indicating the value from which they 
worked—replacement, reproduction, whatever it is. 

The Virginia laws provide, let us say, 6 percent return. Now that 
point is all agreed and that is what they are going to use when they 
finally dispose of this matter so far as their own consumers are con- 
cerned, ‘There may be other consumers in other parts of the State 
and they apply the same base—they may quarrel about it but the base 
is the same—now you intervene as an adversary in that proceeding 
and the same base will apply to you so in that point there is no dis- 
crimination as against the Federal Government and the communities 
of the consumers in the State of Virginia. 

I think their allegation is that at that point you then go in and 
bring in the documents and everything that is necessary to disprove 
the fact that that is a good rate base for one thing. Is that correct? 

Mr. Miuts. That is generally correct. 


POSITIONS BEFORE VIRGINIA COMMISSION 


Senator Dirxsen. Then you are in an adversary position in those 
proceedings so far as the Virginia Commission is concerned. 

Mr. Mitts. No, I think what we do is simply assist in analysis, for 
instance, of any cost study that is submitted by the public utility 
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to see of its figures are correct and valid. If there are any invalidities 
we point them out so that the regulatory body has the benefit of our 
analysis. We try to get the true facts on the table for the regulatory 
body to weigh and decide. 

Senator Dirksen. Then there is duplication in the fact that you 
make your own engineering studies in order to develop the base value 
and the structure for rates. 

Mr. Mitts. I think perhaps each interested party would approach 
any particular case from a different point of view. 

In other words, General Electric would have its attorney there pre- 
senting its case while other large industrial users and the munici- 
vality or county might be represented from another viewpoint. The 
Federal Government is just one of the many interests that would be 
represented as a consumer. 

Now I think there has been some misunderstanding by reason of 
the fact that GSA apparently, being the representative of the Fed- 
eral Government, causes concern by its appearance. We trv to avoid 
any such misunderstanding and state that we are simply intervening 
as one of the users of the service, just like any other consumer. 

Senator Macnuson. You mean you frighten the commissioners oc- 
casionally ? 

Mr. Muts. I think perhans they misunderstand our mission. 

Senator Exirenper. You do not frighten the other lawyers? 

Mr. Mitts. We try not to. 


MILITARY RESPONSIBILITY IN SAGE MATTER 


Senator Sarronstaun. If the Secretary of Defense made a contract 
with the telephone company in relation to SAGE that, No. 1, he could 
do that, could he not ? 

Mr. Froere. He does as a matter of fact. They make all of the ar- 
rangements so far as the placing of the contracts. 

Senator Satronstaty. They leave the rates for the determination 
by the FCC, is that correct ? 

Mr. Froere. That is correct. 

Senator Satronstatyi. Maybe this is a superficial understanding of 
the issue. The issue is if the FCC makes a rate for the Government 
in relation to SAGE for the use of the telephone, then it may affect 
all of the other rates of the telephone. That is the nut of the prob- 
lem, is it not ? 

Mr. Froere. It is. 

Senator SatronsTaLL. Would it not be possible for the Secretary of 
Defense to make a special contract with SAGE and not go before the 
FCC at all? Is that possible? 

Mr. Mit1s. That might be possible. In connection with the SAGE 
proceeding, we are only concerned with about one-tenth of the tele- 
phone company’s services. The SAGE proceeding relates solely to 
the private line service which is about one-tenth of the total business 
of the telephone company. The other 90 percent is related to the mes- 
sage service with which vou are all familiar. 

Senator Maenuson. SAGE is a project in which the Government is 
primarily and directly involved. It might set some precedents, but it 
was a direct procedure. The FCC has some money set aside for this. 
too. They will come up here next week. I do not know who is dupli- 
cating whom. 
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SUMMATION OF SAGE CONTROVERSY 


Senator SatronstaLu. The sum and substance of it is that of all of 
this controversy, the SAGE contract that the telephone company 
makes with the Government may involve a lot of other rates of their 
interstate rates. Is that correct 

Mr. Mitts. In this particular case it involves private line rates, the 
leasing of a private line. 

Senator Savronsrauu. If there was an overall contract made for 
the Government with relation to SAGE, it would not necessarily have 
to go before the FCC? 

Mr. Mirus. In this case the FCC initiated this investigation of the 
tariff. It was done by the FCC. 

Mr. Denniston. I might add to that that the basic agreement be- 
tween the Air Force and the telephone companies is to pay the pub- 
lished tariff rate and this is being handled entirely as a matter of pub- 
lic tariff rates subject to the F CC. Under the FCC Act the FCC 
would authorize creation of a special Government user as a class of 
service. However, they have not done that and at the present time 
this is and must be handled as a matter of published tariff rates which 
are available to any public user. 

Senator Magnuson. Because you do not have section 22 on telephone 
rates. 

Mr. Mitts. Again, let me say, that if Congress thinks that our in- 
tervention in these cases is an improper policy for us to pursue, then 
the matter should be clarified by appropriate legislation. 

Senator Macnuson. These people think you have gone too far. 

The conference report finally states: 

The House managers are of the opinion that GSA’s responsibilities are clearly 
established by law in this matter. The conferees expect the General Services Ad- 


ministration to act with good judgment and not enter into any harassing activi- 
ties, ot avoid trivialities, and protect the interest of the Government. 


That is what the conferees did after we put in language which was 
much stronger than this. 


Mr. Denniston. May I make a statement on that, Mr. Chairman ? 
STATEMENT OF GSA POSITION 


In every case where we appear before a State regulatory commis- 
sion we always state clearly in the record and usually 2 or 3 times a 
statement of our position as a consumer and the fact that we acknowl- 
edge the commission’s authority to fix these rates in order that there 
be no misunderstanding on a possible conflict of our authority with 
theirs. Our appearances have on several occasions been questioned 
at the time they were made as to whether we were properly before those 
bodies and in every instance where it has come up, the State utility 
body itself has ruled that we are a proper party before them. The 
most recent case of that sort was before the Illinois Commission only 
in the last 6 months or so, 6 months to a year ago, and there was a 
specific challenge of our right to be before that commission, but that 
commission itself upheld and ruled unanimously that we were a proper 
party to the case. 

Senator Dirksen. How long ago was that? 

Mr. Denniston. Within the last 6 months toa year. 
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Senator Dirxsen. I have a little billet-doux here dated February 
18, 1958, with respect thereto. I just want to say that the Commission 
oeteniee most vigorously the action taken by GSA in a case that was 

fore them. That is from him and and it is signed by George R. Per- 
rine, member of the executive committee of the National Association 
of Utility Commissioners and he is chairman of the Ilinois com- 
mission. 

LANGUAGE INADMISSIBLE IN APPROPRIATION BILL 


Senator ELLenpER. We could express our opinion by putting some 
language in the appropriation bill, but it would be subject to a point 
of order. However, we probably ought to clear up that you think 
your jurisdiction is and what the State commissions think it is. This 
is So particularly when you come in, and suggest they follow a formula 
which is different from the one they have historically followed. Then 
I think we have a serious conflict between State agencies that have been 
set up by law to protect the public and regulate the rates and Federal 
agencies set up to protect the Government. 


INTRUSION OF FEDERAL SOVEREIGNTY INTO STATES 


Senator Dirksen. Basically the problem of the committee is not 
who appears or what happens particularly before a commission but 
rather the intrusion of the Federal sovereignty into the State sover- 
eignty. That is what they are presenting. Up to a point they recog- 
nize your authority under the existing law and then they contend 
that you go beyond it. That has been the basis of the protest, the 
type of auditing you do and the documents that you summon. 
do not know whether you get wagonloads or not, but I would gather 
from the statement made there that you must gather up documents 
by the wagonloads in order to get yourself a good look at it. 

Mr. Denniston. There has never been a case before a State com- 
mission where we have done that, Senator. 

Mr. Froere. To the best of my knowledge, we have never had this 
opposition from the State regulatory bodies before. Heretofore I 
have been on the other side of the fence and have been criticized for 
not being more active in such cases. All of this has developed since 
the SAGE case. The history of an agency representing the executive 
agency of the Government before regulatory bodies is not new. 

Senator Macnuson. We did suggest that you go before ICC on 
rate cases but that was a Federal regulatory agency and not the State 
agency. 

Mr. Frorte. It is not new on our part, and yet all of the opposition 
develoned since the SAGE case became an important matter. 

Mr. Denniston. We have appeared before State rerulatory bodies— 
predecessors of GSA and continuously through GSA—since about 
1945. 

Senator Macnuson. It might be in the way you do it. 

Senator Dirksen. To show you I was not talking through my hat 
about these wagonloads of documents, this memorandum says with 
respect to the West Virginia case, Chesapeake & Potomac and also the 
American Telephone case where you were making a basic audit of 
station accounts: 


For this purpose they requested all basic records covering a period of many 
years and involving literally truckloads of paper. 
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Mr. Denniston. This involves the SAGE proceeding. This is not 


the West Virginia Telephone locally but it is a portion of the SAGE 
proceeding. 


Senator Dirksen. Then they continue: 
The accounts are kept in accordance with FCC uniform methods of accounting 
and are continuously under investigation by the FCC compliance group. 

But we had to take cognizance of this problem. 

Mr. Denniston. We have been working on the SAGE cases. 


Senator Magnuson. The committee will reconvene tomorrow morn- 
ing at 10 o’clock. 


(Whereupon, at 4:30 p. m. Monday, May 12, 1958, the committee 
was recessed, to reconvene at 10 a.m. Tuesday, May 13, 1958.) 


25300—58—pt. 1——-27 
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TUESDAY, MAY 13, 1958 


Unirep States SENATE, 
SUBCOMMITTEE OF THE CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 
G-16, the Capitol, Hon. Warren G. Magnuson, chairman of the sub- 
committee, presiding. 

Present: Senators Magnuson, Hayden, Robertson, Saltonstall, 
Young, and Dirksen. 


GENERAL SERVICES ADMINISTRATION 
Construction, UniTEep States Mission Buritpine, New York, N. Y. 


STATEMENTS OF HON. HENRY CABOT LODGE, UNITED STATES 
REPRESENTATIVE TO THE UNITED NATIONS; HON. LOY W. 
HENDERSON, DEPUTY UNDER SECRETARY; ALBERT S. WATSON, 
EXECUTIVE DIRECTOR, UNITED STATES MISSION TO THE U. N.; 
F. MORAN McCONIHE, COMMISSIONER, PUBLIC BUILDINGS 
SERVICE, GENERAL SERVICES ADMINISTRATION ; AND CHARLES 
G. PALMER, DIRECTOR, ESTIMATES DIVISION, PUBLIC BUILD- 
INGS SERVICE, GENERAL SERVICES ADMINISTRATION 


BUDGET ESTIMATE AND HOUSE ACTION 


Senator Magnuson. The committee will come to order. 

For the purposes of the record, we have one item under General 
Services Administration, amendment No. 7, which involves the 
construction of the United States mission building in New York, and 
the amount is $3,975,000. The budget estimate was $3,975,000 
and the bill reported from the House left it out completely. 

Mr. Lopce. That is right. 

Senator Maanuson. I think that our good friend, Cabot, wants to 
address himself to the House eliminating that item. 

Mr. LopGce. That is right. 


PREPARED STATEMENT 


Mr. HenpeErsoN. Senator Magnuson, before Ambassador Lodge 
speaks may I present a statement for insertion in the record at this 
point? 

Senator Magnuson. The statement of the Deputy Under Secretary 
of State for Administration will be inserted in the record at this point. 

(The statement referred to follows: ) 
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STATEMENT OF THE Deputy UNDER SECRETARY OF STATE FOR ADMINISTRATION 


Mr. Chairman, I appreciate the opportunity to appear before this committee 
on behalf of the Department of State in support of the General Services Adminis- 
tration request for the restoration of $3,975,000 for the construction of a building 
in New York to house our mission to the United Nations. 

Ambassador Lodge and others here are prepared to furnish detailed justification 
for this project. I shall confine myself, therefore, to a general statement of the 
— of the proposed building in the conduct of our affairs with the United 

ations. 

Ambassador Lodge heads a diplomatic mission comparable in responsibility 
and delicacy to our more important diplomatic missions abroad. The differences 
between this mission and those abroad include its location in the continental 
United States and the fact that Ambassador Lodge must deal with a great variety 
of countries. These two factors tend to complicate his security problems. Since 
his mission is in this country, he is subject to great pressure from the press and the 
public. He must admit them to the premises of the mission. At the same time 
time the nature of his work is such that he has a tremendous number of classified 
documents and sensitive operations which he is required by law to protect. 

Speaking from my own experience, Mr. Chairman, I can say that the only way 
an ambassador can ensure maximum security within his mission is to have com- 
plete control over persons having access to the building in which his mission is 
housed. We have given careful study to the possi! ility of a structure which would 
house our mission and other State Department offices in New York, and one 
which would not only have our offices, but those of other Federal agencies as well. 
It was the conclusion of all concerned that because of security, pu lic service, 
and diplomati: procedure, our mission should be housed in a building in which 
no business other than mission business is conducted. 

The Department of State therefore earnestly asks favorable consideration of 
the General Service Administration’s request for the restoration of the funds 
required to construct the building for our mission to the United Nations. 


HOUSE REPORT 


Senator Macnuson. I might quote this item from the House report 
before you begin: 

The committee suggests that the New York project be reviewed and more 
consideration given to constructing a building that will make better use of the 
high-cost land and more adequately serve the space needs of the Government in 
New York City. 

Mr. Lovee. On that point, Mr. Chairman, I am advised that the 
question of achieving maximum utilization of space has been thorough- 
ly investigated by the General Services Administration, the State 
Department, and the Bureau of the Budget. They have all gone 
into that. It was decided by all concerned the best solution to the 
problem was a separate building at the United Nations site for ex- 
clusive occupancy by the mission, and other closely related Govern- 
ment operations, such as the United States delegation to the United 
Nations Military Staff Committee. 

May I elaborate the reasons off the record? 

(Discussion off the record.) 


GENERAL STATEMENT 


Mr. Chairman and gentlemen: I have here a scale model showing 
the United Nations Building and the relation of the proposed building 
[indicating]. This is the existing United Nations Building. You 
can see right across the street from the delegates’ entrance is the best 
location available in New York for a delegation building. 

Senator Magnuson. This is the one we look at when we drive up 
this avenue. 
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Mr. Loner. That is right. That is First Avenue. 

Senator Macnuson. First Avenue is right here? 

Mr. Lopar. Yes. These are all existing buildings. That is the 
United Nations Library. This is the Secretariat building. This is 
the General Assembly building. These are apartment houses. This 
is the proposed United States mission building. 

(Discussion off the record.) 


COST OF PRESENT QUARTERS 


Senator Magnuson. How much do we have to pay for your present 
quarters? 

Mr. Watson. Presently it is $142,018.50 per year. 

Senator Magnuson. You have some other incidental costs, such 
as maintenance and changes and alterations? 

Mr. Watson. Yes, sir. There are costs which fall to the General 
Services Administration, in management. 

Senator Magnuson. That is only the cost of the basic lease, the 
minimum cost, and in an old building like that I understand you 
have a lot of other costs which are necessary? 

Mr. Lopes. That is right. 

Senator Magnuson. So that would bring the cost of leasing up 
much higher than the actual amount? 

Mr. Lopasr. Perhaps I might say that we are in a commercial 
office building in three floors not connected, the 19th, 21st and 23d 
floors. May I describe our present situation and the security problem 
it presents off the record? 

(Discussion off the record.) 

Senator Magnuson. Anyway, it is an awkward situation there the 
way it is arranged now, in all respects? 

Mr. Loper. That is right; it is. 

I would like to make a further statement off the record. 

(Discussion off the record.) 

Senator Magnuson. These are the types of buildings that can be 
torn down easily? 

Mr. Loner. Yes. Our land is on 45th Street. The International 
Business Machines is on 46th and the Carnegie Peace Foundation is 
on 47th Street. 

I have an unsolicited letter from one of the biggest realtors in 
New York, in which he states we have a fine location. May I read 
you a portion of a letter off the record? 

(Discussion off the record.) 


NEED FOR BUILDING NOT CHALLENGED 


Senator Rosertson. Mr. Chairman, the House committee did not 
challenge the statement that this building was needed. All they said 
was ‘“‘Let’s take another look at it and put some other Federal agencies 
in there.”’ 

But I think Mr. Lodge has explained very well to us why it is 
necessary or desirable. 

(Discussion off the record.) 

Senator Macnuson. For the record, how much did we pay for this 
piece of land? 

Mr. McContne. $850,000. 
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Senator Macnuson. Also, for the record, what are the dimensions? 
Mr. McConrne. 12,000 square feet. 
(Discussion off the record.) 


ANTICIPATED RENT INCREASE 


Mr. Lopes. Mr. Watson tells me they are going to increase our 
rent. They want to remodel and air-condition the building. We 
cannot stay there at the present rent. It is going to be increased be- 
cause of the air conditioning. That is another prospect we face. 


Senator Maenuson. All right. Have you any further statements 
for the record? 


PREPARED STATEMENT 


__ Mr. Longs. I have a statement for the record that I have prepared, 
if you want to have it. 


Senator Macnuson. The statement will be inserted in the record 
at this point. 


(The statement referred to follows:) 


Mr. Chairman, I am glad to have the opportunity to appear before your com- 
mittee in order to support the request of the General Services Administration for 
funds to construct a building to house the United States mission to the United 
Nations. I refer to the item of $3,975,000, which is part of a total of $5,010,000 
for the entire building, including the site. 

The United States mission to the United Nations conducts diplomatic relations 
with 80 other U. N. member nations as well as with the United Nations Secretariat. 
As a center of intensive diplomatic negotiations, it is frequently visited by ambas- 
sadors, foreign ministers, and heads of state from other nations. For the same 
reason the mission is constantly receiving and sending out a heavy volume of 
classified material. 

Offices of the United States mission are now located at 2 Park Avenue, over a 
mile from United Nations Headquarters. This is a commercial office building and 
at present we must carry top-secret material between the 19th and 23d floor in a 
public elevator. 

This accounts for the principal reason for the proposed new building—which is 
due to the security hazards that exist in our present quarters. Not only are our 
operations at 2 Park Avenue separated by floors occupied by nongovernmental 
tenants, but on one floor we actually share space with commercial tenants. It 
is impossible for the guard force to control public traffic with 100 percent effective- 
ness, and of course no control can be exercised in the case of the public elevators. 
Our messengers must use these public facilities in delivering many highly classified 
papers. It is, in short, impossible even with all reasonable precautions to obtain 
adequate security. 

In this connection, State Department security officers reported on February 19, 
1953, following a survey of this mission, that “the continued leasing of present 
quarters constitutes a risk to the national security more than is calculated and 
beyond a reasonable degree of safety.”’ 

Mr. J. Edgar Hoover also reported, in a letter to me dated February 27, 1953, 
that maximum security would be easier to accomplish in a building controlled in 
its entirety by the United States Government. 

These are the reasons for the proposed building. 

Officers of the United States mission participate in over 1,500 individual meet- 
ings annually at United Nations Headquarters. At present this involves travel 
time of from 15 to 45 minutes each way, depending on the availability of trans- 
portation and traffic conditions. Officers must frequently make two round trips 
a day, thereby devoting from 1 to 3 hours to travel time during periods when 
their services are most urgently needed. 

The proposed building site is only a few hundred feet from U. N. Headquarters, 
or about 3 minutes’ walking time. By locating at this site, there would be a saving 
to the Government of taxi fares and, during the General Assembly, in the cost 
of renting automobiles. More importantly, however, this would permit a sub- 
stantial saving in time of officers, enabling them more effectively and more ex- 
peditiously to carry out United States objectives. There would also be a conse- 
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quent saving in overtime costs for clerical staff who must remain on duty awaiting 
the return of officers from meetings to complete reports, telegrams, etc. 

The House Appropriations Committee withheld approval of the requested 
appropriation for construction of the building and suggested ‘‘that the project 
be reviewed and more consideration given to constructing a building that will 
make proper use of the high-cost land and more adequately serve the space needs 
of the Government in New York City.’’ 

I am advised that the question of achieving maximum utilization of space 
has been thoroughly investigated by the General Services Administration, the 
State Department, and the Bureau of the Budget. It was decided by all concerned 
that the best solution to the problem was a separate building at the United Nations 
site for exclusive occupancy by the mission and those other Government opera- 
tions—such as the United States component of the United Nations Military 
Staff Committee—directly concerned with our participation in the United Nations. 
The reasons for this conclusion are as follows: 

The primary purpose for construcing a new building is to achieve security. 
Every known method and the most intensive control practices will be used to give 
essential protection to the classified information on the premises. 

But regardless of what precautions are taken, maximum security can be achieved 
only in a building devoted exclusively to the mission and related activities. The 
major factor in weakening security control in a shared building is the inclusion of 
personnel not under the direction and discipline of the chief of mission. This 
would apply to sharing a building with other United States Government activities 
because of the inability to control either personnel or visitors. The plan for the 
proposed United States mission building provides for security control of access 
to the building and maximum insulation of sensitive activities against penetration 
by all known means. 

The General Services Administration has determined that while the location of 
the proposed building is ideal for the mission, it does not meet requirements for 
general Government office space in New York City in terms of available trans- 
portation, eating facilities for personnel, or proximity to the specific groups served. 

The design of the building provides a highly efficient and effective basis of 
operations, with every square foot of space carefully arranged for best utilization 
in the accomplishment of our objectives. This applies not only to office space, 
but also to lobby space, conference rooms, facilities for handling visitors, etc. 
Many of these advantages would have to be sacrificed if a general office building 
were to be substituted. 

The amount of additional space that might be made available would not be 
significant. Under the zoning laws of New York City, additional height can be 
added only in receding steps toward the back of the building. Moreover, the addi- 
tional space obtained by making the building a solid block covering the entire 
land area would be completely without windows. 

For these reasons, Mr. Chairman, I ask that the request for $3,975,000 to con- 
struct the United States mission building be restored in order that the very 
serious problems now facing us can be overcome at the earliest possible date. 





INVITATION TO VISIT U, N, 


Senator Macnuson. Are there any questions? 

Senator Ropertson. I think he has given a very satisfactory 
explanation of the need for this building. 

Mr. Lopcr. May I say, on and off the record, I wish you gentle- 
men would visit us in New York. I would like to show you our 
operation. I would like to have some of the delegates from other 
countries meet you. It would be a great help to me in my work to 
have you come up. 

Mr. Henprerson. Could I add a few remarks on the record to 
Ambassador Lodge’s statement? 

Senator Maagnuson. Mr. Henderson wants to make a few remarks 
on the record. 

URGENCY OF APPROPRIATION 


Mr. Hrenperson. Speaking on behalf of the Department of State, 
I would like to say that we consider that this project should be treated 
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as an urgent one. We hope that we can start on this building without 
any delay. We are ready to go. 

As far as the General Services Administration is concerned, the plans 
are prepared. We think that every month is important. This 
project has been reviewed again only recently by the State Depart- 
ment, the Budget Bureau, and the GSA. All of us are convinced that 
no agency other than the mission itself should be in that building. 

Senator Macnuson. All right; we would like to come up sometime. 

Mr. Lopcr. Please do. From the bottom of my heart, I wish you 
would come and let me show you the United Nations. 

Senator Magnuson. All right. We thank you all. 

(Whereupon, at 10:30 a. m., the committee recessed until 2 p. m. of 
the same day.) 


AFTERNOON Session (2:00 P. M., Turspay, May 13, 1958) 


VETERANS’ ADMINISTRATION HospiTAL, Fort Harrison, Mont. 


STATEMENT OF HON. MIKE MANSFIELD, A UNITED STATES 
SENATOR FROM THE STATE OF MONTANA 


LETTER TO COMMITTEE 


Senator DirKsENn (presiding). The subcommittee will come to 
order. 


By special dispensation, since the chairman has been detained, I 
am authorized to take over and proceed with the hearing. I believe 
Senator Mansfield is honoring us with his presence and is interested 
in having a survey conducted and funds allotted for renovating and 


modernizing the Veterans’ Administration hospital at Fort Harrison, 
Mont. 


There is before us a letter signed by both Senator Murray and Sena- 
tor Mansfield, and I assume you would like to have that letter in- 
corporated in the record? 

Senator MANSFIELD. Yes, indeed. 

Senator Dirksen. Without objection, it will be incorporated in 
the record at this point. 

(The letter referred to follows:) 


Unitep States SENATE, 
CoMMITTEE ON FOREIGN RELATIONS, 
April 16, 1958. 
Hon. WarREN G. MAcGNnuson, 
Chairman, Subcommittee on Independent Offices Appropriations, 
Committee on Appropriations, United States Senate, 
Washington, D. C. 

Dear Mr. CuHatrMan: We respectfully direct your attention to the urgent 
need to have a survey conducted and funds allotted for renovating and modern- 
ization of the Veterans’ Administration hospital at Fort Harrison, Mont. 

Fort Harrison is one of the oldest veterans’ hospitals and it has a remarkable 
record of service to veterans, but it is sorely in need of repairs and expansion. 
Patients are being turned away, and inadequate facilities are being used to 
provide for additional patients. This is a 132-bed hospital, but frequently it 
handles as many as 40 additional patients. 

This VA hospital has been in need of modernization for over 25 years. The 
American Legion, the Veterans of Foreign Wars, the Disabled American Veterans, 
and numerous State organizations have been interested in this project for a 
quarter of a century. The members of the Montana congressional delegation 
have repeatedly brought the situation at Fort Harrison to the attention of the 
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Veterans’ Administration, but to no avail. They have refused to schedule a 
modernization survey at this VA hospital. 

We do not quarrel with economy in government, but we do find this sort of 
economy indefensible when they allow a fine institution to deteriorate. We 
= ae advised that a reduction in the hospital’s annual operating expenses is 
planned. 

This delay is difficult to understand when the Veterans’ Administration has 
$144 million in unobligated construction funds. We subscribe wholeheartedly 
with the language in the House report on H. R. 11574 in chastising the Veterans’ 
Administration for not making any progress in their hospital program. Fort 
Harrison is very deserving of being included in such a program. 

It is also our hope that the Senate will concur with the increases made by the 
House in funds available for patient care in VA hospitals. 

The Honorable Olin Teague, chairman of the House Committee on Veterans’ 
affairs has expressed a great interest in a program to modernize our older VA 
hospital and intends to consider the matter in his committee. Chairman Teague 
made a personal inspection tour of Fort Harrison last December and expressed 
shock at the conditions existing there. 

The needs at Fort Harrison are many and modernization is thoroughly justified. 
We urge that your committee place language in the report on H. R. 11574 directing 
the Veterans’ Administration to conduct an immediate survey and schedule a 
modernization program for Fort Harrison in fiscal year 1959. 

Your most earnest and favorable consideration in this matter will be most 
appreciated and we stand ready to offer you all our assistance. Our two col- 
leagues in the House, Congressmen Lee Metcalf and LeRoy Anderson join us in 
this plea for funds. 

With best personal wishes, we remain, 

Sincerely yours, 
James E. Murray, 
United States Senate. 


MIke MANSFIELD, 
United States Senate. 


FACILITY IN NEED OF REPAIR AND EXPANSION 


Senator MANsFIELD. Fort Harrison, near Helena, Mont., the 
State capital, is one of the oldest veterans’ hospitals in the Nation, 
and has a remarkable record of service to veterans. It is, however, 
sorely in need of repairs and expansion. Patients are being turned 
away and inadequate facilities are being used to provide for additional 
patients. This is a 132-bed hospital but frequently it handles as many 
as 40 additional patients. 

I might point out that during the war a military camp for the 
training of special service troops, both Canadian and American, was 
set up just outside of Fort Harrison, and that Fort Harrison, since the 
end of the war, has been using some of these tar-paper shacks and 
other facilities in order to take care of the veterans from the State 
who come to the hospital for treatment. 

This VA facility has been in need of modernization for over 25 years. 
The Veterans of Foreign Wars, the American Legion, the AMVETS, 
the DAV’s, and numerous State and civie organizations have been 
interested in this project for a quarter of a century. The members 
of the Montana congressional delegation—and I am speaking for all 
of them, have repeatedly brought the situation of Fort Harrison to 
the attention of the Veterans’ Administration, but to no avail. The 
Veterans’ Administration had, until recently, refused to schedule a 
modernization survey at this VA hospital. 

About 2 months ago, Mr. John Mahan, and a delegation of the 
Montana department of the VF W came back to Washington, and the 
congressional delegation arranged a conference with Mr. Sumner 
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Whittier, and while the conference was interesting, as far as the 
amenities were concerned, nothing in the way of recommendations 
was forthcoming, which w ould seek to bring about an alleviation of the 
problem at Fort Harrison. 

We do not quarrel with economy in Government, but we do find 
this sort of economy indefensible when they allow a fine institution to 
deteriorate, an institution such as Fort Harrison, to deteriorate. We 
are even advised that a reduction in the hospital’s annual operating 
expenses is planned. 

2 AMPLE CONSTRUCTION FUNDS AVAILABLE 

This delay is difficult to understand when the Veterans’ Adminis- 
tration has $144 million in unobligated construction funds, an amount 
which I understand, at the beginning of the next fiscal year, on July 
1, will amount about $150 million. 

We subscribe wholeheartedly to the language in House report on 
H. R. 11574 in chastising the Veterans’ Administration for not making 
any progress in their hospital program. 

Fort Harrison is very deserving of being included in such a program. 

It is also our hope that the Senate will concur with the increases 
made by the House in funds available for patient care in VA hospitals. 

One of the stanchest supporters of the need for modernization at 
Fort Harrison has been the Honorable Olin Teague, chairman of the 
House Committee on Veterans’ Affairs, who has expressed a great 
interest in a program to modernize our older VA hospitals, and who 
intends to consider the matter in his committee. 

Chairman Teague made a personal inspection tour of Fort Harrison 
last December, and expressed shock at the conditions existing there. 


iz COMMUNICATION FROM ADMINISTRATOR 


On April 25, the delegation received a letter from Chairman 
Teague, in which he states that he had received a reply to a com- 
munication sent by him to the Administrator, in which he was 
informed that a review of the proposed construction at Fort Harrison 
indicates that very little improvement of significance is planned for 
the Fort Harrison Center in the next 5 years. 

On the basis of that letter, Mr. Teague asked the Administrator of 
Veterans’ Affairs to change the onsite survey presently planned for 
fiscal 1962 to fiscal 1959. 

On April 29 the delegation wrote a letter to Mr. Sumner Whittier, 
following up Chairman Teague’s letter, and asked also that the 
Administrator consider fiscal vear 1959 for the onsite survey, rather 
than fiscal year 1962, 

On May 7, 1958, Senator Murray received a letter, copies of which 
were sent to the rest of the delegation, from Mr. Sumner Whittier, 
which, with your permission, I will ask that it be incorporated in 
the record at this point. 

According to this letter from Mr. Whittier, he states, and I quote: 

I have your letter of April 29, 1958, signed by you and other Members of the 
Montana congressional delegation, asking that I consider favorably the request 
of the Honorable Olin E. Teague to schedule the onsite survey for Veterans’ 


Administration Center, Fort Harrison, Mont., in fiscal year 1959. This survey is 
being planned for accomplishment during September 1958. 
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I want to say that Mr. Whittier has always been courteous and 
considerate of Montana’s delegation’s pleas, and I am delighted, on 
the basis of this letter, to say that this onsite survey is going to be 
undertaken in September of this year. 

I would most earnestly request of this committee that this language, 
if at all possible, be at least in the report, reinforcing the letter received 
from the Administrator of Veterans’ Administration, to the end that 
the funds necessary will be appropriated and the renovation so badly 
needed at this facility be undertaken as soon as possible. 

Senator Dirksen. Senator Mansfield, those letters will go in 
the record. 


(The letters referred to follow:) 


Houser or REPRESENTATIVES, 
COMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D. C., April 25, 1958. 
Hon. Micuart J. MANSFIELD, 
United States Senator, 
Senate Office Building, Washington, D. C. 


Dear Mike: This has reference to my letter of March 14, 1958, concerning the 
= of the Veterans’ Administration for the Veterans’ Administration Center, 
‘ort Harrison, Mont. I have received a reply from the Administrator, outlining 
plans for improvement and construction for the Fort Harrison Center through 
the fiscal year 1962. A copy of the Administrator’s letter, dated April 22, 1958, 
is attached. 

A review of the proposed construction at Fort Harrison indicates that very 
little improvement of significance is planned for the Fort Harrison Center in the 
next 5 years. I have, therefore, requested the Administrator of Veterans’ Affairs 
to change the onsite survey, presently planned for fiscal year 1962, to fiscal year 
1959. 

Sincerely yours, 
Our E. Teacve, Chairman. 


Unitrep Srates SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
April 29, 1958. 
Mr. SUMNER WHITTIER, 
Administrator, Veterans’ Administration, 
Washington, D. C. 


Dear Mr. WuirtiEr: We have been advised by the Honorable Olin E. Teague, 
chairman of the House Committee on Veterans’ Affairs, that he has requested 
you in your capacity as Administrator of the Veterans’ Administration, to change 
the onsite survey presently planned for the Fort Harrison Veterans’ Center 
for fiscal year 1962 to fiscal year 1959. 

Our views on this matter are well documented and have been presented to you 
on numerous occasions. We are delighted that Congressman Teague has joined 
us in urging that a survey be made of the Fort Harrison Veterans’ Center at the 
very earliest date. 

This hospital is sorely in need of modernization as subscribed by the Congress- 
man on his recent trip to Montana. Favorable and prompt action on this request 
will be most appreciated and beneficial to the veterans of Montana and the 
Northwest. 

Thanking you for your interest in this matter and with best personal wishes, 
we remain 

Sincerely yours, 


James E. Murray, 

MrkE MANSFIELD, 
United States Senators. 

Lee Mercatr, 

LeRoy ANDERSON, 
Members of Congress. 
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May 7, 1958. 
Hon. James E. Murray, 


United States Senate, 
Washington, D. C. 


Dear Senator Murray: I have your letter of April 29, 1958, signed by you 
and other members of the Montana congressional delegation, asking that I con- 
sider favorably the request of the Honorable Olin E. Teague to schedule the 
onsite survey for Veterans’ Administration Center, Fort Harrison, Mont., in fiscal 


room 1959. This survey is being planned for accomplishment during September 


A copy of this letter has been mailed direct to Senator Mansfield and Repre- 
sentatives Metcalf and Anderson. 
Sincerely, 
Sumner G. WuhitTIER, 
Administrator. 


UNOBLIGATED FUNDS 


Senator Dirksen. I was going to add that the House report does 
indicate the amount of unobligated funds plus the fact that they have 
$10 million over the budget for the renovation program. I would 
assume the Veterans’ Administration would certainly take account of 
that. 

Senator Mansrie.p. If I may say, I would most respectfully sug- 
gest that this committee get behind this particular problem, and I 
am sure others are making the same request of you, and that after 
more than 25 years there should be a chance of getting something 
done to renovate this hospital which has had to take patients in excess 
of the 132-bed capacity requirement which it is supposed to operate 
under. 

Senator SaLtronstTa.Lu. I have just one question. As I understand 
it, Senator Mansfield, what you are asking for is not new funds, not 
additional funds, but rather that this on-the-spot study be conducted 
this autumn to see what should be done to modernize this hospital? 

Senator MANsFIELD. Yes, indeed. I would say, Senator Salton- 
stall, on the basis of this onsite survey, that a request or a recommenda- 
tion may well be forthcoming from the Veterans’ Administration for 
funds to carry out the necessary improvements. I want to reiterate 
that a good deal of the activity of this hospital is carried on in tar- 
paper shacks which used to house the special service force. These 
shacks comprise a fire danger, and I certainly think that the veterans 
of Montana, which, on a percentage basis, furnished more veterans 
in both World Wars than any other State, are entitled to this much 
in the way of consideration; and the veterans’ organizations out 
there, all of them, the VFW, American Legion, AMVETS, and 
practically all the civic organizations in the State have been trying 
to do something to bring about a renovation of Fort Harrison, for the 
past several years. 

Senator SALTonsTALL. What you want to be sure of is that the 
onsite survey is made in September? 

Senator MansrieLp. Yes; and, if funds are needed, I would like 
some stipulation made in there so we can get underway with the 
renovation as soon as possible. They have a firetrap out there. 
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HOSPITAL CAPACITY 


Senator Porrer. How large is their bed capacity? 

Senator MANSFIELD. They have 132-bed capacity and an excess of 
patients. 

Senator Porrer. In other words, the hospital is being used above 
capacity? 

Senator MaNnsFIELD. Way above capacity; yes, indeed. That is 
why they are using the special tar-paper shacks, black tar paper, and 
you can understand what a denger they would be. 

Senator Dirksen. We thank you, Senator Mansfield, 

Senator MansrieLp. Thank you. 


VETERANS’ ADMINISTRATION HOSPITALS 


STATEMENT OF HON. RICHARD L. NEUBERGER, A UNITED STATES 
SENATOR FROM THE STATE OF OREGON 


FUNDS FOR INPATIENT CARE 


Senator Dirksen. Senator Neuberger. 

Senator SALTONSTALL. Will you excuse me because I have to go to 
the space program? 

Senator NeuBerGer. I certainly will, and I thank you—you are 
very kind to mention you are leaving. I must defer to space. 

Senator Dirksen. Senator Neuberger, you may proceed. 

Senator NuEBERGER. Senator Dirksen, you are very kind, and I 
will try to be very brief. 

It is a pleasure to have the opportunity to testify in support” of 
additional and adequate funds for inpatient care at Veterans’ Admin- 
istration hospitals. 

Today the veterans’ hospitals suffer from serious budgetary prob- 
lems, and hospital facilities have been curtailed. 


FINANCIAL PROBLEMS 


The managers of the 23 Veterans’ Administration hospitals, venters, 
and domiciliaries located in the seven Western States of Oregon, 
California, Washington, Arizona, Idaho, Nevada, and Montana, in a 
meeting at Oakland, Calif., on March 19-21, 1958, adopted a resolu- 
tion pointing out the urgent financial problem. Their resolution 
states that— 


Our Veterans’ Administration hospitals have not received funds over the past 
several years sufficient to keep abreast of ascending costs. We are endeavoring 
to maintain a medical program equal to that offered in the community on pre- 
inflation appropriation levels * * *, We have economized to the extent that 
essential care to our patients is inevitably deteriorating. Our 23 hospitals must 
have a substantial increase in fiscal year 1959, and a specific increase of $10 
million for 1960, over and above the appropriations for 1958 in order to main- 
tain an acceptable level of medical care and to maintain our physical plant 
These sums do not include whatever might come in a general pay raise for Fed- 
eral employees, or the automatic wage boost for blue collar workers. 


I am sure that no Member of Congress favors the deterioration of 
medical care for veterans. Yet that is exactly what is happening. 
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FUNDS APPROPRIATED FOR INPATIENT CARE 


For the fiscal year 1958 Congress appropriated $702 million for 
inpatient care at Veterans’ Administration hospitals, with an addi- 
tional $6.6 million to be realized from reimbursements. There has 
been a substantial decrease in funds received through reimbursements 
because of a district court decision limiting the Government’s ability 
to collect on insurance policies assigned to the Veterans’ Adminis- 
tration by some of its patients. Reimbursements may actually total 
$3.5 million for fiscal 1958. 

This spring emergency situations developed at many veterans’ 
hospitals. Congress appropriated an additional $6 million for 
inpatient care in the second supplemental appropriation bill and the 
urgent deficiency appropriation bill, H. R. 12326, which is now in 
conference, provides an additional $2.3 million for inpatient care at 
veterans’ hospitals for fiscal 1958. 

Thus, Mr. Chairman, the total appropriations for inpatient care 
for the Veterans’ Administration, including reimbursements, totals 
$716.9 million. 


HOUSE ACTION 


The independent offices appropriations bill, H. R. 11574, as passed 
by the House of Representatives, proposes an appropriation of $715 
million for fiscal 1959, plus several additional millions which will be 
realized from reimbursements. 

The funds approved by the House in the independent offices 
eee bill are inadequate for inpatient care at Veterans’ 
Administration hospitals and in my opinion would not maintain levels 
of good medical care for such and disabled veterans. Actually, there 
is very little increase over the appropriations for fiscal 1958, despite 
the cost in increases necessary for the operation of the hospitals. 

While the funds appropriated by the House do represent an increase 
of $8.3 million over the funds requested in the President’s budget, the 
budget request reflects the administration’s philosophy on economizing 
and reducing medical care for our veterans. 

There is a vast difference between what the Bureau of the Budget 
permits the Veterans’ Administration to request and what the Vet- 
erans’ Administration actually needs. 

Based on what the managers of the Veterans’ Administration 
hospitals in the Western States have told us they need, I believe that 
the budget for fiscal 1959 for inpatient care should be increased to at 
least $750 million. 

The American Legion has stated that the Veterans’ Administration 
is putting further, and more long-range, slashes into effect, in his 
hospital operation, on the basis of the budget requested for next year 
by tbe President and his Budget Director. The American Legion 


recommends a substantial upgrading of the tentative fiscal budget 
for 1959. 


RESOLUTION 


Mr. Chairman, so that the members of your committee will have 
the benefit of the complete resolution adopted by the managers of the 
western Veterans’ Administration hospitals, I ask that the resolution 
be made a part of my testimony. 

Senator Dirksen. It will be so incorporated. 


—————— 
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(The resolution referred to follows:) 


RESOLUTION— MANAGERS’ CONFERENCE, Marcu 19-21, 1958 


The managers of the 23 Veterans’ Administration hospitals, centers, and 
domiciliaries located in 7 Western States have met to consider our hospital pro- 
gram for the next 2 years. Our deliberations have revealed a simple stark 
reality. Current appropriations will not support presently legislated benefits 
and accepted concepts of veterans’ medical care. 

The inexorable floodtide of price increases on all fronts is recognized throughout 
the hospital field. Voluntary hospitals, State hospitals, and university hospitals 
have experienced the effect of rising costs. With the possible exception of a few 
State hospitals, the costs are reflected in large rate increases and in substantial 
appropriations each year. In the nongovernmental hospitals these costs are 
passed on directly to the patient. 

Our Veterans’ Administration hospitals have not received funds over the past 
several years sufficient to keep abreast of these ascending costs. We are en- 
deavoring to maintain a medical program equal to that offered in the community 
on preinflation appropriation levels. Neither have managers had funds adequate 
to discharge their specific responsibility in protecting the Government’s invest- 
ment in the physical plant and in equipment. 

We have economized to the extent that essential care to our patients is 
inevitably deteriorating. Our 23 hospitals must have a substantial increase in 
fiscal year 1959 and a specifie increase of $10 million for 1960 over and above the 
appropriation for 1958 in order to retain an acceptable level of medical care and 
to maintain our physical plants. These sums do not include whatever might 
come in a general pay raise for Federal employees, or the automatic wage boosts 
for blue collar workers. 

Unless these sizable sums are made available, Congress must face these alterna- 
tives: 

1. Lower quality of medical care and further deterioration of the physical 
plants; or 

2. Reduce beds with a concomitant reduction in patient load: 

(a) Close selected hospitals throughout the country. 

(b) Close whole section of beds in many hospitals. 

We therefore unanimously resolve that the Bureau of the Budget and the 
Congress of the United States be apprised of this basic issue and be requested to 
take clear-cut remedial action. 


HOSPITAL WAITING LISTS 


Senator NEUBERGER. Waiting lists at veterans’ hospitals are grow- 
ing, inflation has taken its toll in reducing the level of medical care 
for our sick and disabled veterans. I urge that Congress substantially 
increase the appropriations for in-patient care at Veterans’ Adminis- 
tration hospitals. In this way we will be keeping faith with our vet- 
erans who came to the defense of our country im time of need. 

There is one further matter that [ know is uppermost in all of our 
minds, and that is this: 


UNEMPLOYMENT AN ADDED STRAIN ON HOSPITALS 


Our country has been suffering from a recession. The recession 
has affected such States as that of Senator Potter’s for the past 8 or 9 
months, and has been in Oregon for 4 years, because we are totally 
dependent on lumber and as housing starts have gone down our lum- 
ber industry has gone down. Whether we like it or not, as unemploy- 
ment increases, it puts an added strain onto the veterans’ hospitals. 
Men who once would have been able to take care of their own medical 
needs and who are veterans of World Wars I and II or the Korean 
conflict, inevitably become dependent on veterans’ hospitals when 
they lose their jobs. I think our State has the highest percentage of 


SAEED OY ER BET I ee 
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unemployed people in the Nation who have exhausted their benefits 
already under the existing unemployment statutes. I don’t think 
the Appropriations Committee, or the Congress as a whole, can dis- 
regard that added pressure that is put on the Veterans’ Administra- 
tion facilities in so many States when men who are veterans become 
indigent through no fault of their own. 

I just wanted to add that one thing to my written testimony. 

Senator Dirksen. Does that conclude your testimony? 

Senator NevBerGer. It does. Thank you for your patience and 
kindness to me. 

Senator Dirksen. Thank you. 


VETERANS’ ADMINISTRATION 


STATEMENTS OF SUMNER G. WHITTIER, ADMINISTRATOR; A. 
H. MONK, ACTING ASSISTANT DEPUTY ADMINISTRATOR; F. 
W. KELSEY, CONTROLLER; J. D. BAKER, BUDGET OFFICER 
AND ASSISTANT CONTROLLER; U. E. WELLS, ASSISTANT DIREC- 
TOR, BUDGET SERVICE; G. H. BIRDSALL, GENERAL COUNSEL; 
AND A. ROSENTHAL, ACTING ASSISTANT ADMINISTRATOR 
FOR APPRAISAL AND SECURITY 


LETTERS TO COMMITTEE 


Senator Dirksen. Mr. Whittier, we are delighted to see you. The 
chairman of this subcommittee is momentarily detained, and by 
special and very explicit dispensation, I am authorized to take over. . 

I assume you have a prepared statement and I assume since it is not 
long, you would like to read it? 

Mr. Wuirtier. That is correct. 

Senator Dirksen. We will make the letters of April 30, April 11, 
and April 7 a part of the record for the purposes of clarification, as 
well as the budget amendment in Senate Document No. 94 and a 
summary from your justifications. 

(The letters and document referred to follow:) 


APRIL 30, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill for 1959, United States Senate, Washington, D. C. 

My Dear Senator Macnuson: Since my letter of April 11, 1958, it has been 
decided that our additional inpatient care needs of $2,378,000 for fiscal year 1958 
will be obtained by supplemental appropriation rather than by increasing the 1959 
appropriation amount. It was also determined that more specific language 
should be inserted in the 1959 appropriation act to assure the proper handling of 
Federal and non-IFederal reimbursements. 

It is therefore necessary that my letter of April 11 be amended with respect to 
changes on page 25, line 24, and page 30, lines 22 and 23, of H. R. 11574. In lieu 
of these please accept the following: 

Page 25, line 24: Change amount from ‘$715,465,000” to “$717,267,000”’. 

Page 30, line 22: After the word ‘‘unless’’ insert the following, “advance pay- 
ment or’. ’ 

Page 30, line 23: After the word ‘“‘appropriation’’ insert the following, “or to 
miscellaneous receipts, as may be required by law’’. 

I will be pleased to discuss these changes with you and your committee at the 
time of our hearing on the proposed 1959 appropriation act. 

Sincerely yours, 
Sumner G. WuHirtier, 
Administrator. 


= - © ~~ nescias 
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APRIL 11, 1958. 
Hon. WARREN G. MaGnuson, 


Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill for 1959, United States Senate, Washington, D. C. 


My Dear Senator MacGnuson: My letter of April 7, 1958, indicated that the 
requested listings of changes we desired in H. R. 11574 as reported to the House 
would be submitted by April 11, 1958. The following is a tabulation of these 
changes: 

REFERENCE AND CHANGE REQUESTED 


Page 23, lines 23 to 25: Delete the following language: ‘‘purchase of one passen- 
ger motor vehicle for replacement only at not to exceed $4,000;”’. 

Page 24, line 6: Change amount from ‘$147,509,000” to “‘$149,582,000’’. 

Page 24, line 24: Change amount from ‘'$21,000,009” to ‘$21,481,000’’. 

Page 25, line 24: Change amount from “$715,465,000” to ‘‘$719,645,000” and 
immediately following this revised amount insert this language ‘fof which 
$2,378,000 shall be immediately available for the payment of fiscal year 1958 
obligations’’. 

Page 26, line 9: Change number from ‘‘140,800” to ‘‘139,630”’. 

Page 26, line 13: Change period to colon and add the following language: 
“Provided further, That reimbursements received from non-Federal sources for 
care and treatment of patients provided by this appropriation shall be credited to 
miscellaneous receipts of the Treasury, and payments from the departments and 
agencies of the Government for such care and treatment may be made in advance, 
or by way of reimbursement, to this appropriation, as may be agreed upon by 
the Administrator and the head of the department or agency concerned.” 

Page 26, line 20: Change amount from “$75,000,000” to “$75,798,000”. 

Page 27, line 2: Change amount from “$2,000,000’" to ‘“‘$2,136,000’’. 

Page 29, line 5: Change amount from ‘'$1,000,000” to “‘$1,250,000’’. 

Page 30, lines 22 and 23: Delete following language: ‘‘to the appropriation’. 

We will be pleased to discuss these changes with you and the members of your 
committee when you desire. 

Sincerely yours, 
SuMNER G. WuitTIER, Administrator. 





APRIL 7, 1958. 
Hon. WARREN G. Maanuson, 


Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill for 1959, Unite States Senate, Washington, D. C. 

My Dear Senator Maanuson: We appreciate the opportunity” offered in 
your letter of March 21, 1958, to appear before your committee_on our fiscal 
year 1959 appropriation requirements. 

We have not as yet made a final decision on several changes we desire in the 
House bill. We will, therefore, submit the requested listing of these changes 
to you by April 11, 1958. 

Sincerely yours, 
Sumner G. Wuittier, Administrator. 





(8S. Doc. No. 94] 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE Bupa@ert, 
Washington, D. C., April 28, 1958. | 
The PRESIDENT, | 
The White House. 
Srr: I have the honor to submit herewith for your consideration amendments 
to the budget for the fiscal year 1959 involving an increase in the amount of 
$1,802,000 for the Veterans’ Administration and a proposed increase in a limita- 
tion for the Housing and Home Finance Agency, as follows: 


25300—58—pt. 1——-28 


$A 
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INDEPENDENT OFFICES 


VETERANS’ ADMINISTRATION 





Budget Heading Original Change to— | Increase 
page | estimate 
| 
| he c 
197 | Impatient care_-_-_.....-.--- $707, 100, 000 708, 902,000 | $1, 802, 000 


average number of beneficiaries for whom in- 
patient care and treatment are to be furnished 
from ‘‘139,042”’ to ‘‘139,288’’; and add the following | 
proviso at the end of the paragraph:) 
: Provided further, That reimbursements received from 
non-Feieral sources for care and treatment of patients 
provided by this appropriation shall be credited to mis- | 
cellaneous receive of the Treasury, and payments from 
the departments and agencies of the Government for such 
care and treatment may be maue in advance, or by way of 
reimbursements, to this appropriation, as may be agreed | 
upon by the Administrator and the head of the department 
or agency concerned. 


| 
(In the paragraph under the above head change the 





208 ADMINISTRATIVE PROVISIONS 


(Delete the last paragraph under the above head and 

substitute the following:) 

No part of the foregoing appropriation shall be avail- 
able for hospitalization or examination of any person 
except beneficiaries entitled under the laws bestowing 
such benefits to veterans, unless aavance payment or 
reimbursement of cost is made to the appropriation or 
to miscellaneous receipts, as may be required by law, at 
such rates as may be fixed by the Administrator of j 
Veterans Affairs. 








The additional amount recommended is to provide for direct appropriation 
financing of care and treatment of beneficiaries for which the Government is to 
be subsequently reimbursed from non-Federal sources. The continuing decline 
in non-Federal reimbursements and the uncertainties of collecting them make it 
desirable to remove them as a source of financing for the veterans’ hospital pro- 
gram. The proposed provisions would require such reimbursements to be cred- 
ited to miscellaneous receipts of the Treasury. The first provision would also 
authorize payments from departments and agencies of the Government to this 
appropriation for the care and treatment of their beneficiaries to be made either 
in advance or by reimbursement as the Administrator of Veterans’ Affairs and 
the head of the agency may agree. 
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INCREASES REQUESTED 


Senator Dirksen. Now, if you would like to proceed with your 
statement we will be glad to hear you. 

Mr. Wairtier. Mr. Chairman and gentlemen of the committee, 
we of the VA appear here today to ask you to give favorable con- 
sideration to several changes in our 1959 appropriation amounts. 
These are listed here and unless you insist, I will not read the table. 
I think each member of the committee has a copy. 

Senator Dirksen. The list will be incorporated in the record at 
this point. 

(The list referred to follows:) 


— 


| Amount 
Adjustment 


recom- 
| mended in 
H. R. 11574 


Appropriation Requested 











| 
| 
| 
| 






: 
| 


General operating expenses -_ $147, 500,000 | $149, 582,000 | +-$2, 082, 000 

Medical administration and misc ellaneous operating expenses. 21,060,000 | 21, 481, 000 | +481, 000 

Inpatient care- De aeons Z 7 a iste 715, 465, 000 717, 257,000 | +1, 802,000 

Outpatient MOOR Sie MRE fog gk el Ba Te 74, 000, 000 75, 798, 000 | +793, 000 

Maintenance and operation ‘of supply a ee eee 2, 000, 000 2, 136, 000 | +136, 000 

Grants tothe Republic ofthe Philippines__- be EEtie ens 1, 000, 000 | 1, 250, 000 | 1-250, 000 
| 


NN Ss i Oe, ci Tebaccpaae ote bal giacadlnnonel | 


| 


Bee Bde | +5, 549, 000 





LANGUAGE CHANGES REQUESTED 


Mr. Wuirtier. With the exception of the amount we have requested 
for the appropriation ‘Inpatient care,” the above amounts represent 
restoration of the reductions proposed by the House of Representa- 
tives. We also ask for several changes in the language of that bill. 
We ask that the language of H. R. 11574, as reported to the House, be 
changed as follows: 

1. On page 23, lines 23-25, delete the following: “purchase of one passenger 
motor vehicle for replacement only at not to exceed $4,000;” 

2. On page 26, line 9, change number of beneficiaries from ‘'140,800’’ to 
139,630.” 

3. On page 26, line 13, change period to colon and add the following: ‘‘Provided 
further, That reimbursements received from non-Federal sources for care and 
treatment of patients provided by this appropriation shall be credited to miscel- 
laneous receipts of the Treasury, and payments from the departments and agen- 
cies of the Government for such care and treatment may be made in advance, 
or by way of reimbursement, to this appropriation, as may be agreed upon by the 
Administrator and the head of the department or agency concerned.”’ 

Senator Dirksen. That amendment was submitted by the Budget, 
as I understand? 

Mr. Wairtier. That is correct. 

Senator Dirksen. Proceed. 

Mr. Wuirtier. There are two other changes that affect the same 
thing, as follows: 


4. On page 30, line 22, after the word “‘unless” insert the following: “‘advance 
payment or’; and 

5. On page 30, line 23, after the word “appropriation” insert the following: 
“or to miscellaneous receipts, as may be required by law’’. 
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EFFECT OF PROPOSED CHANGE 


Senator Dirksen. Will you explain what effect that change}in 
language “advance payment or” has? 

Mr. Wairtier. The effect is to correct a situation to which 
Senator Neuberger was just addressing himself. The VA has been 
troubled by this. We have had reimbursements as part of our total 
budget. If a veteran goes to one of our hospitals and has insurance 
to cover his expenses, or some other Federal agency should pay for 
his stay in the hospital, then the VA must collect. Instead of getting 
a total appropriation for its full workload, the Veterans’ Administra- 

tion has had a basic and lower appropriation, and then these several 

millions of dollars to be received from reimbursements have been 
added on top of it. As a result of a court decision, a court decision 
which the Veterans’ Administration lost, the insurance companies 
have been refusing, over a period of time, to pay these amounts. 
What has happened is that the reimbursement amount and our budget 
total have actually fluctuated at the end of the year. It is that 
situation which resulted, I think, in the statement by the doctors 
on the west coast. This corrects that situation. 

What this language would fundamentally do is to provide for these 
non-Federal reimbursements to go directly to the general fund as 
miscellaneous receipts. We have added to the direct appropriation 
request an amount equal to the estimated non-Federal reimbursements 
so that the Congress would give to us the actual amount we need to 
carry us for a full year, exclusive of Federal reimbursements, so we 
will no longer have a fluctuating budget in the fourth quarter. It is 
very important to us, and we do think it corrects the situation that 
Senator Neuberger was talking about. 

Senator DirksEN. Do you want to proceed with your statement? 


GENERAL OPERATING EXPENSES 


Mr. Wairtier. The reduction of $2,082,000 in this appropriation 
for general operating expenses was aiuauks based on an estimate 
of further declining workloads in our loan-guaranty and vocational- 
rehabilitation and education programs. In our budget submission 
to the House, we gave declining workloads in these programs our 
fullest consideration. We requested average employment of only 
3,950 for these activities in 1959. This was an 18-percent decrease 
from the 1958 level, which was 4,810 people. 

The House proposal would require us to make a further reduction, 
if followed, of over 400 employees. Actually, due to developments 
since the House acted, we see an increasing workload and we are, 
therefore, asking you restore the reduction “proposed by the House 
bill. 

But, more than that, since we appeared before the House Appropria- 
tions Committee, the Congress, in its wisdom, passed a new Housing 
bill, which, of course, will substantially increase the workload in our 
loan-guaranty program. Therefore, we estimate that an additional 
amount of about $5,269,000 over and above our original 1959 estimate 
will be required in fiscal year 1959 for this purpose. 

I have discussed this need with the Bureau of the Budget, and we 
have submitted a supplemental apppropriation request for these funds, 
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but all we are asking the Senate for at this time is the restoration of 
the House cut of $2,082,000. 


AUTOMOBILE ITEM 


Senator Dirksen. No, what about that automobile item, Mr. 
Whittier? Do you want to comment on that at this point? 
Mr. Wuirtier. Well, it is a small item. The Veterans’ Adminis- 
tration had requested, I believe, a year ago, a new car, and Congress 
had appropriated the sum of $5,000. Prior to my appointment, 
the VA submitted a request again for fiscal year 1959, because $5,000 
was not adequate to purchase a newer model of the car similar to the 
one that the VA now has. The Bureau of the Budget, at the VA’s 
request, set up an open-end item, but the House inserted to a figure of 
$4,000. When I discovered $5,000 was already available to the end 
of this year, I simply bought a $5,000 car. I am perfectly willing 
and, in fact, delighted to be able to ride in a $5,000 car. It is better | 
than the Ford I drive at home. | 
| 





Senator Porrer. We are anxious to sell automobiles. 

Mr. Wuirtier. Well, I did buy one. 

Senator Dirksen. You may proceed. | 
Mr. Wuirttier. Yes. 


INPATIENT CARE 


Mr. Wuirtier. The original appropriation request of $707,100,000 
was based on an average patient load of 139,042. The House com- 
mittee increased this amount by $8,365,000 of which $5 million was 
for improvement of NP care and does not affect the average patient 
load. The remaining $3,365,000 was provided to offset partially a 
prvgones reduction of 830 in our TB patient load. These added 
unds will provide for the care of 342 TB patients. For that reason, 
we feel that the total $715,465,000 appropriation recommended by 
the House should have been related to a patient load of 139,384 rather 
than 140,800. 

As I said a moment ago, the VA has had considerable difficulty in 
accurately estimating reimbursements from non-Federal sources. 
Based on recent court decisions, many private insurance companies 
are denying their liability. As a result, collections from this source 
are beeoming insignificant. Our fiscal year 1959 budget presentation 
included estimated non-Federal reimbursements of $1,802,000. 

I have recently discussed this problem with the Bureau of the 
Budget. We agreed that in the interest of firm planning, non-Federal 
reimbursements should go direct to the Treasury as miscellaneous 
receipts. We agreed further that the amount expected from this 
source could be replaced by an increase in appropriation amount and 
the patient load specification adjusted accordingly. 


AVERAGE PATIENT LOAD 


The average patient load related to the $1,802,000 is 246. The 
Bureau has sent an amendment to the 1959 budget covering this 
change. That is printed in Senate Document No. 94. I am there- 
fore asking that the appropriation recommended by the House be 
increased to $717,267,000, and the patient load level related to this 
amount be shown as 139,630. This patient load is determined by 
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adding the 342 and 246 as we stated, to the original number of 139,042. 
The language changes we are asking for in items 3, 4, and 5 of this 
request will permit the deposit of non-Federal reimbursements to 
miscellaneous receipts of the Treasury. 

That simply relates the average daily patient load to an amount of 
money and corrects the reimbursement condition that I discussed a 
few moments ago, but this is very important to us. 


OTHER MeEpDICAL APPROPRIATIONS 


Mr. Wuirtter. In “Other medical appropriations,’ I have once 
again reviewed our requirements for medical administration, out- 
patient care, and operation of supply depots in the light of reductions 
proposed by the House committee. This review shows that the 
original estimates were based on what the VA considered its minimum 
needs. The proposed adjustments could not be accomplished without 
adversely affecting our service. 

I am therefore asking a restoration of the reductions proposed for 
the appropriations ‘‘Medical administration’? and ‘Miscellaneous 
operating expenses,’ “Outpatient care,’ and “Maintenance and 
operation of supply depots.” 

The proposed reduction of $481,000 in our medical administration 
appropriation is much more significant than the amount shows. 

Actually medical and prosthetic research were excluded when the 
reduction was made; therefore, this reduction of $481,000 applies not 
to the $21 million item but to a $10 million item. Such an adjust- 
ment would mean for us a reduction of about 50 professional and 
administrative personnel. Personnel savings have already been made 
in this area. 

We feel that the further reduction proposed would result in insuffi- 
cient staffing if we are going to furnish professional guidance from our 
central and area offices, and if we are to continue to improve manage- 
ment projects. 

Senator Porrer. How many personnel would have to be released? 

Mr. Wuirtier. Fifty. 

Senator Porrrer. Could I ask another question? 

Senator Dirksen. Yes. 


MepIcaL RESEARCH 


Senator Porter. I note the House included an item of $10,300,000 
for medical research. 


Mr. Wuirtier. Yes, sir. 

Senator Porrsr. Is that the budget figure? 

Mr. Whittier. That was the President’s budget figure as submitted. 

Senator Porrrr. As you know, there ia a great deal of interest in 
your research programs. 

Mr. Wuirtier. Tremendous interest. 

Senator Porrer. It is one of the most interesting points. We have 
cases all over the country. We have great clinical opportunities for 
a real research program. I was hoping that this program might be 
stepped up more than it has. What has been the recommendation of 


your specialists in this field as to whether we should expand the 
program or not? 





Eo 
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-Mr. Wuirtier. Well, of course, the people who work for the 
program in the VA are excited about it, and it is always a matter of 
tempering hopes with realities. Actually, the budget as it was sent 
to Congress, asked for the same amount that was in it a year ago. 

Senator Porrer. I see. You are not willing to comment on what 
you originally asked for? 

Mr. Wuirtier. I am not sure I understand your question. 

Senator Porrer. You are not willing to comment as to what you 
asked for of the Bureau of the Budget? 

Mr. Wuirtier. Yes. We asked for $2,156,000 additional, Senator, 
from the Bureau of the Budget. 

Senator Porrer. Approximately $12,500,000. 

Mr. Wairtter. In total, that is correct, sir. 


PROSTHETIC APPLIANCES 


Senator Porrer. And as for this $1 million earmarked for prosthetic 
appliances? 

Mr. Wuittier. That is in addition. 

Senator Porrmr. That, too, is the same as last year; am I correct? 

Mr. WuirtierR. That is correct. 

Senator Porrer. How much did you originally ask for in this field? 

Mr. Wuirrier. My best recollection is that that is the same. I| 
have been informed that that is the same. 

Senator Porrer. In other words, the Veterans’ Administration 
would be unhappy if the additional funds went into research? 

Mr. Waurrtrer. Let me answer you in this manner, Senator: The 
Veterans’ Administration will attempt to make effec tive use of funds 
made available to it in whatever amount, whether it be more or less 
than the budget figure. 


EFFECTIVENESS OF RESEARCH PROGRAM 


| 

Senator Porrrer. How have you found your research program? 
Has it been an effective program? 

Mr. Wuirtter. Senator, we think it is one of the most exciting and 
challenging things the VA has been able to do. The facilities available 
to us and the fact we have veterans’ records from the very time a 
man gets into the service up until the present time, make available to 
this Nation a magnificent opportunity for research. It is very stimu- 
lating just to listen to some of our doctors talk, as I occasionally do, 
just as a layman, to be briefed by them. To learn some of the things 
we have done in the area of tuberculosis with chemotherapy, and in 
some of the other areas is all very stimulating. 

Senator Porrer. I hope that sometime in the future, this subcom- 
mittee, the same as the Labor and Health, Education, and Welfare 
subcommittee has done, will have the heads of your Research Divi- 
sion come in and testify as to the progress they have made in the 
field of research and what some of the objectives might be. I think 
they are very helpful to the committee and that puts it on record as 
to just what is offered with a comparatively small amount of money. 

Mr. Wuirtrer. Senator, we have some 5,000 projects and this 
[indicating] is a catalog of them. I did bring as requested a few of 
our research people along, and they are available to you at any time. 
This document lists projects on almost every subject. Geriatrics is 


| 
| 
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a good example. With the average age of our World War I veteran 
now at 64, the study of the problems of the aging becomes most 
important to us. 

I assume you have a copy of this heavy report [indicating]. 

Senator Porrer. Yes. 

Mr. Wuirtier. If you do not, you are welcome to it. 

Senator Porter. | think it is one of our best programs. I think 
we are at a point where great gains can be made. [| think, for ex- 
ample, the amount of money we spend for research in the military 
field is very small in comparison to the good we obtain from it. 

Mr. Wuirtter. I think that is true. I think it is also important 
that we try to do it prudently and effectively and that we try to bite 
off only what we can digest. 

Senator Porrer. That is all I have, Mr. Chairman. 

Senator Dirksen. Proceed. 

Mr. Wuirtier. Mr. Chairman, I was saying, prior to answering 
the Senator’s questions, that our original 1959 estimate for outpatient 
care showed a reduction of over $3 million from the 1958 appropria- 
tions on the basis of declining workloads. 


HOUSE REPORT 


House Report No. 1543 indicates that the additional adjustment 
of $798,000 is based upon an estimated further workload decline. 
Our recent statistics now indicate that 1959 medical workloads will 
come close to those of the current year. If this workload level con- 
tinues, it may be necessary for us to request supplemental funds to 
avoid the accumulation of a backlog. I therefore request that the 
additional reduction proposed by the House be restored. 

The proposed reduction of 6.3 percent in our supply depot appro- 
priation request would seriously impair our ability to furnish adequate 
supply service to our hospitals and other field stations. 

Marketing functions at supply depots would be limited to 30 em- 
ployees as compared to the 50 required and all deferred maintenance 
and repair projects would be eliminated. 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


Mr. Wuirtier. Another problem of considerable interest to us 
is that of grants to the Republic of the Philippines. In the interest 
of avoiding supplemental appropriation action, it is essential that 
the reduction proposed in this account be restored. The amount 
proposed by the House bill would not enable us to make the full 
grants-in-aid to the Philippines as authorized by Public Law 421, 
83d Congress. Due to a similar reduction in our 1958 appropriation 
request, we were required to ask for additional funds to meet our 
1958 obligations. We ask that a recurrence of this situation be 
avoided by allowing the authorized amount at this time in this budget. 


CONCLUSION 


Mr. Warrier. I limited my restoration requests to those items 
which, in my opinion, are critical to the efficient operation of the 
Veterans’ Administration. 
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Such items as possible additional funds for pension payments and 
readjustment benefits have been omitted and will be covered by 
supplemental requests later if the need develops. I am sure that 
Congress will grant them, as it always has. 

The members of my staff who are present and I will be pleased to 
furnish any additional information you feel will be helpful in consider- 
ation of our request. 


JACKSON AND KNOXVILLE, TENN., HOSPITAL CONSTRUCTION 


There is one further thing I would like to add for the information of 
this committee, and that is that House Resolution 11574 included 
$10 million which was added by the House committee specifically to 
cover construction costs of the Jackson and Nashville hospitals and to 
provide for acquisition of the Nashville site. 

Location of the Nashville, Tenn., hospital has been under study for 
some time, and we are anxious to move forward and to build the hos- 
pital just as quickly as possible. 

I have now concluded, after study, that it would be of advantage to 
the VA to locate this hospital immediately adjacent to Vanderbilt 
University. We are able there to take advantage of the medical 
facilities and provide better medical care. This conclusion is prompted 
by the medical benefits that will accrue from close proximity to the 
university medical school, with which our hospital is affiliated, and 
which is in line with the policy of the VA. To avoid delay in develop- 
ment of the Nashville hospital, I plan to proceed immediately with 
acquisition of this site, using construction funds which are now 
available. 

RENOVATION OF HOSPITAL AT FT. HARRISON, MONT. 


Senator Dirksen. Mr. Whittier, Senator Mansfield appeared be- 
fore the committee earlier today with respect to renovation of the 
hospital at Fort Harrison, Mont. Is there something you or one of 
your associates would want to say for the record on that? 

Mr. Warrier. Well, in general, let me suggest that we do have a 
rather large hospital modernization and construction program. I 
think this fiscal year we will expend some $65 million in construction 
and modernization and next year, at least $50 million, and probably 
more. This is more than has been spent in any recent year. 

Fort Harrison is a very old hospital, I think about 1885, an old 
cantonment type. 

Dr. Mippieron. A cavalry post at one time. 

Mr. Wuirtier. I do know we have made some repairs but no total 
modernization is immediately in the offing; am I correct? 

Dr. Mippieron. There is an onsite review scheduled for September 
of this year. 

Senator Dirksen. You are aware of the cost in the language that 
the House employed? There was a hearing on the renovation program. 

Mr. Wuirtrier. I am conscious of that, Senator, and I want you 
to know the Veterans’ Administration is moving forward. As [| 
suggested earlier, this present fiscal year, we will have obligated 
$65 million in construction and modernization, which is more, I 
think, than has been expended in any recent year, and next year it 
will be $50 million or more. Our construction people are here. Am 
I correct in that, that we will exceed $50 million? 

Mr. Epaar. Yes. 
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REHABILITATION PROGRAM AT FORT CUSTER 


Senator Porrer. While we are along that line, could I ask about 
the rehabilitation program at Fort Custer? They had various phases 
of their program and their program was speeded up at one time and 
I want to know if it is lagging now or is the speedup program still 
developing? 

Mr. Epaar. There are 2 phases, phase 1 and phase 2, and to 
expedite the construction there, we combined the 2 phases. One is 
the kitchen, dining room and boiler plant, the other is the therapeutic 
exercise clinic building. 

All of this work is under construction at this time. 

Senator Porrer. Are there funds in this year’s request for that 
program? 

Mr. Epcar. No, that work is already funded and is under contract. 

Senator Porrrr. That doesn’t complete the program? 

Mr. Epcar. No the 1959 program, modernization phase III, 
covers the canteen, library, underground distribution systems and 
heating controls for buildings 82, 83 and 84, totaling somewhere in 
the neighborhood of $1% to $1% million. 

ae Porter. How much would be left to be done there, approxi- 
mately? 


Mr. Epvcar. Doctor, could you answer that? That is a pretty old 
installation. 

Dr. Mippueton. I think this completes the immediate moderniza- 
tion program, and replacement of these units that were under dis- 
cussion when I surveyed it. 

Senator Porrer. In other words, the funds for this year will com- 
plete that plan? 

Dr. Mippteton. It will complete that plan of modernization. 


SITUATION AT DUBLIN HOSPITAL 


Senator Dirksen. What is the situation at the hospital at Dublin? 
I understand that the hospital there has 470 beds and it can be more 
widely utilized. 

Mr. Wuirtrer. I think we could have a comment on this from Dr. 
Middleton, who is head of the medical program. 

Dr. Mrppuetron. I have reviewed the situation at Dublin very 
carefully. As you recall, it is an isolated station both physically and 
geographically. It has a remarkable leadership under Dr. Quinn, the 
manager, and we have increased its patient load to 496, of whom 196 
are long-term patients. 

Now it was the suggestion of Mr. Vinson that we take in another 
100 long-term patients. It so happens that this is an element of our 
veterans’ population responsibility, where there must be careful plan- 
ning. It was my advice that, while we had a going show, splendid 
morale and splendid service, if we were to put another 100 long-term 
patients on top of the 496 patients there now, making the total of 
long-term patients 296 out of the 596, we would come to the point of 
diminishing returns, and lose staff, lose interest, and you would have 
second-rate medical care. 

I thought that Congressman Vinson was persuaded, but that is our 
measured opinion. 
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Senator Dirksen. So your explanation is that it is the workload 
involved that places a limit on the effective administration of the 
hospital? 

Dr. Mrppueton. Exactly. 


TRANSPORTATION PROBLEM 


Senator Dirksen. By the way, it just runs in my mind as a sort of 
faint echo that that is the hospital as to which the Hoover Commission 
made some complaint about it being 50 miles from any transportation, 
is that right? 

Dr. Mippueton, That is right. It was built by the Navy and 
turned over to the Veterans’ Administration and it has been a problem 
child from the beginning. 

Presently, it is a going concern, as I said, and we are quite proud 
of the job they are doing. 

Senator Dirksen. Do they fly any patients in? 

Dr. Mippteton. No. Practically, only a bird can fly in; but we 
have methods of getting them in. ‘Otherwise, it is rather difficult, 
and is an isolated station. 

Senator Dirksen. You might consider a helicopter service. 

Dr. Mipp.eton. That is a good suggestion. 


UTILIZATION OF TB BEDS 


Senator Dirksen. There have been a good many communications 
filed with the chairman of the committee with respect to the utiliza- 
tion of TB beds. Now, I am going to ask Mr. Cooper, the affable 
clerk, to put in an assortment of these letters into the record, that will 
indicate the general character of the observations being made, but I 
wonder if we can have some comments on this? 

(The letters referred to follow:) 


Unirep States SENATE, 
COMMITTEE ON ARMED SERVICEs, 
March 25, 1958. 
Hon. Carut HaypeEn, 
Chairman, 
Senate Appropriations Committee, Washington, D. C. 

My Dear Mr. CHairRMAN: Enclosed is a copy of a communication I have 
received from Mr. William T. Walters, Washington department commander of 
the American Legion, concerning the proposed elimination of some 1,100 TB beds 
from the VA hospital system. 

I am ealling this communication to your attention with the hope that the 
committee will give serious consideration to the position outlined by Mr. Walters 
when the subject comes up. 

Thank you for your attention to this matter. 

Sincerely yours, 
Henry M. JAckson, 
United States Senator. 


THE AMERICAN LEGION, 
DEPARTMENT OF WASHINGTON, 
Seattle, Wash. 


Hon. Henry M. Jackson, 
United States Senate, 
Washington, D. C. 
My Dear SENATOR JaAcKsSON: On February 25, 1958, the national commander 
and the national rehabilitation chairman of the American Legion, plus some 700 
of our members attending the National Rehabilitation Committee meeting in 
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Washington, D. C., appeared before the House Committee on Veterans’ Affairs. 
At that time the American Legion presented to those Members of Congress our 
legislative program. 

The Bureau of the Budget had recommended to the Veterans’ Administration 
the closing of some 1,100 TB beds in the VA system. At the time of the hearing 
referred to above, we of the American Legion objected to the closing of these 
beds. We are informed by the VA that if this Budget Bureau recommendation 
stands, they will have to start closing such beds next month. This may involve 
a number of beds or wards of certain hospitals. 

I am certain you are aware of the fact that the VA hospital at Walla Walla is 
primarily a TB hospital. In checking with that hospital I find that today we have 
141 TB patients in that institution. If the TB wards in Walla Walla should be 
closed it will certainly be very difficult to procure hospitalization for the TB 
veterans in the Pacific Northwest, covering the area of Washington, Oregon, 
Idaho, and parts of western Montana, all of which would be affected by this 
closure. 

For your further information, active TB during the past 3 or 4 years has been 
on the decrease, but records will show that currently TB is on the increase again. 

It would certainly be a very bad day for the Northwest, through this section 
of the country, if the VA is forced to accept the reduction in TB beds suggested 
by the Bureau of the Budget. It is our hope that you will immediately contact 
the Bureau of the Budget and insist that this recommendation be withdrawn. 
Your help is urgently needed. 

The members of this organization here in the State of Washington and myself 
certainly hope that you and the rest of the Washington delegation in Congress 
will do your part to see to it that no TB beds are closed at Walla Walla. Your 
assistance will be appreciated. 

Very truly yours, 


Wituram T. Watters. 





NATIONAL TUBERCULOSIS ASSOCIATION, 
New York, N. Y., April 29, 1958. 
Re VA appropriation, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Appropriations Subcommittee on Independent Offices, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Maanuson: The National Tuberculosis Association and its 
nearly 3,000 State and local affiliated associations have for over 50 years been 
concerned with the nationwide fight against tuberculosis. The various and 
numerous activities of the hundreds of thousands of citizens who comprise this 
voluntary organization are too well known to you for my repeating here, but I 
am confident that you share with us the pride and satisfaction from the progress 
made in the as yet uncompleted conquest of this killer. 

The board of directors of the National Tuberculosis Association has assigned 
to its committee on cooperation with Federal agencies the responsibility of main- 
taining liaison with those departments and agencies of the Federal Government 
also involved in our Nation’s tuberculosis control program. I am sure you know 
that the contributions of the Department of Medicine and Surgery of the Vet- 
erans’ Administration have been salutary, particularly in the area of research 
conducted in VA tuberculosis hospitals. These findings have not only resulted 
in greatly improved care for veterans but have added materially to the fund of 
knowledge of all medicine in this field, to the end that the prognosis for victims 
of tuberculosis throughout the world is much brighter than a few short years 
ago. A further economy has been a saving of $38 million by the Veterans’ 
Administration and taxpayers due to the lessened need for VA hospital care. 

About 144 years ago, our NTA committee, pertinent to this downward trend 
in demand for tuberculosis beds, asked of the former Administrator, Mr. Harvey 
Higley, and the present Chief Medical Director, Dr. William Middleton, their 
plans for utilization of those beds in tuberculosis hospitals no longer needed for 
care of tuberculous veterans. The answer given was to the effect that the VA 
would use those beds for the treatment of other pulmonary diseases, a procedure, 
Senator Magnuson, becoming more and more widespread throughout the Nation 
in publie and private tuberculosis hospitals. Our committee was in full agree- 
ment with this proposal, as sensible and in the best interests both of the needs 
of veterans and in maximum utilization of available hospital beds. We are 
convinced that existing beds should be used, no matter what categorical name 
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is assigned (i. e., TB, NP, GMS) provided there is a need for the services and 
a medical staff sufficient and qualified to provide those services. 
Our committee was surprised to learn that apparently there has been a reversal 
of this policy. At the time of the House appropriations hearings, Mr. Whittier, 
in answer to a query by Congressman Ostertag on use of these beds for treatment 
other than tuberculosis, stated that the policy at the present time is to close 
tuberculosis beds if they are not going to be used for that purpose. 
Because your appropriations committee will soon be conducting hearings on 
the 1959 VA budget estimates, I respectfully request that you question VA 
representatives about this matter and, if there has been this change in policy, 
ascertain the reasons therefore. Quite frankly, such a proposal is not consistent 
with the former announced intent of Dr. Middleton, and certainly not consistent 
with our association’s concept of efficient use of existing hospital facilities. 
Your assistance in this matter would be greatly appreciated. 
Sincerely yours, 
JoHn C. Harrison, 
Chairman, Committee on Cooperation with Federal Agencies. 





VETERANS OF FOREIGN WARS OF THE UNITED STATES, 
Kansas City, Mo., February 6, 1958. 
Re Veterans’ Administration estimated budget for fiscal 1959. 
Senator WARREN G. MaAGNnuson, 
Chairman, Subcommittee on Independent Offices Appropriations. 
Senate Committee on Appropriations, 
Senate Office Building, Washington, D. C. 


Dear Senator Maanuson: This is in further reference to the conversation 
which you recently had with Mr. John W. Mahan, of Helena, Mont., and Mr. 
Charles C. Ralls, of Seattle, Wash., concerning the budget estimate for fiscal 1959 
which has been submitted to the Congress by the President through the Bureau 
of the Budget. As you know, Mr. Mahan is the second top-ranking officer of the 
national organization of the Veterans of Foreign Wars and Mr. Ralls is a past 
commander in chief of our organization. 

In a personal appearance before the House Committee on Veterans’ Affairs on 
Tuesday morning, February 4, 1958, Commander in Chief Richard L. Roudebush, 
of the Veterans of Foreign Wars, expressed the deep concern and disappointment 
of the membership of the Veterans of Foreign Wars with respect to the inade- 

vacies of the proposed fiscal 1959 budget for the Veterans’ Administration. 

ommander Roudebush pointed out that while at first glance the 1959 estimate 
did not appear too far out of line with last year’s budget but a careful analysis 
reveals several soft spots and one item that is almost tragic in relation to the 
need. All of these items deal with hospitalization, including inpatient and out- 
patient treatment, as well as construction of new hospitals and renovation of 
existing hospitals. 

For example, the 1959 estimate for inpatient hospital care for veterans is 
approximately $5 million more than was appropriated for 1958. In view of the 
fact that the cost of hospitalization and medical care is increasing and that there 
is a strong possibility for a substantial increase in the salaries of medical and 
technical personnel in the Veterans’ Administration ranging from 6 percent and 
10 percent, the inpatient estimate for 1959 will, if approved, result in a substantial 
decrease in the number of veterans who may be given hospital care and treatment 
in fiscal 1959. Salaries for medical and technical personnel represent a substan- 
tial portion of the budget allowance for inpatient hospital care. In addition, 
there is some information to the effect that the President, by Executive order, 
may establish a ceiling of 125,000 usable beds for the Veterans’ Administration. 

We strongly favor establishing a ceiling of at least 125,000 beds, if not more, 
by the President, because it would give the Administrator of Veterans’ Affairs a 
definite yardstick of measurement by which he could operate instead of the 
present uncertain system of closing a few beds here and there without authority 
to open new beds in some other place. The budget inpatient estimate for fiscal 
1959 would be woefully inadequate if the President should give the Administrator 
a ceiling of at least 125,000 beds. Consequently, the item for inpatient care for 
fiseal 1959 should be increased if the Veterans’ Administration is to care for as 
many veterans as they have cared for in fiscal 1958, and substantially increased 
if there is an expansion or opening of a number of additional beds. 
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The fiscal 1959 budget estimate for outpatient care is approximately $4 million 
less than the 1958 appropriation. In the opinion of the Veterans of Foreign 
Wars the tendency is toward more rather than less outpatient treatment. We 
have suggested from time to time as a means of making additional beds available 
to veterans who are in more critical condition, that the disabled and aged pen- 
sioners be made eligible to outpatient care so it will not be necessary for them to 
occupy a bed when ill with a minor ailment or disability. Under existing law 
these disabled or aging pensioners must either get in to a hospital or be denied 
medical treatment. Consequently, the budget item for outpatient eare in fiscal 
1959 should be substantially increased. 

The most tragic inadequacy in the proposed VA estimate for fiscal 1959, how- 
ever, is in the item entitled “Construction of hospitals and domiciliary facilities.” 
This item recommends $9,145,000 compared to $44,528,000 which was appro- 
priated for fiseal 1958 and $43,374,000 which was recommended by the Veterans’ 
Administration itself before the Bureau of the Budget reduced the item to slightly 
more than $9 million. In his statement before the House Committee on Veterans 
Affairs VF W Commander in Chief Roudebush pointed out this glaring deficiency 
in the budget and stated that he had visited 35 VA hospitals in the past 6 months 
and most of them badly needed complete renovation or repairs. He has esti- 
mated that in order to put our existing VA hospitals in reasonably good condition 
there would be needed somewhere between $75 million and $100 million. This 
does not include the construction of new hospital beds. 

I have taken the liberty to call these matters to your attention as chairman of 
the Senate Subcommittee on Appropriations for Independent Offices and to 
advise that I, or a member of my staff, will be available to testify before your 
subcommittee if and when hearings are held on the Veterans’ Administration 
budget. I know that both Charley Ralls and John Mahan will deeply appreciate 
your careful consideration of the position of the Veterans of Foreign Wars with 
respect to the VA budget estimate for fiscal 1959. 

Respectfully yours, 
Omar B. Ketcuum, Director. 


THE AMERICAN LEGION, 
DEPARTMENT OF WASHINGTON, 


March 19, 1968. 
Hon. WARREN G. MAGNUSON, 


United States Senate, Washington, D. C. 


My DeAR SENATOR MaGnuson: On February 25, 1958, the national commander 
and the national rehabilitation chairman of the American Legion, plus some 
700 of our members attending the National Rehabilitation committee meeting 
in Washington, D. C., appeared before the House Committee on Veterans Affairs. 
At that time the American Legion presented to those Member of Congress our 
legislative program. 

The Bureau of the Budget had recommended to the Veterans’ Administration 
the closing of some 1,100 TB beds in the VA system. At the time of the hearing 
referred to above, we of the American Legion objected to the closing of these 
beds. We are informed by the VA that if this Budget Bureau recommendation 
stands, they will have to start closing such beds next month. This may involve 
a number of beds or wards of certain hospitals. 

I am certain you are aware of the fact that the VA hospital at Walla Walla is 
primarily a TB hospital. In checking with that hospital I find that today we 
have 141 TB patients in that institution. If the TB wards in Walla Walla 
should be closed it will certainly be very difficult to procure hospitalization for 
the TB veterans in the Pacific Northwest, covering the area of Washington, 
Oregon, Idaho, and part of western Montana, all of which would be affected by 
this closure. 

For your further information, active TB during the past 3 or 4 years has been 
on the decrease, but records will show that currently TB is on the increase again. 

It would certainly be a very bad day for the Northwest, through this section 
of the country, if the VA is forced to accept the reduction in TB beds suggested 
by the Bureau of the Budget. It is our hope that you will immediately contact 
the Bureau of the Budget and insist that this reeommendation be withdrawn. 
Your help is urgently needed. ; 

The members of this organization here in the State of Washington and myself 
certainly hope that you and the rest of the Washington delegation in Congress 
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will do your part to see to it that no TB beds are closed at Walla Walla. Your 
assistance will be appreciated. 
Very truly yours, 
Wituram T. WALTERS, 
Department Commander. 


VETERANS’ ADMINISTRATION, 
Washington, D. C., April 4, 1958. 
Hon. WarrEN G. MAGNUSON, 
United States Senate, Washington, D. C. 


Dear SENATOR MaGnuson: The reduction in beds at our Veterans’ Adminis- 
tration hospitals, about which you inquired in your letter of March 26, 1958, to 
the Administrator, results from the application of a recent policy that beds not 
needed for tuberculous patients will not be converted to other disease category 
uses. 

There is a lessening demand in the number of needed beds for patients with 
tuberculosis. Improvement in treatment, resulting in shorter hospital stay 
and more rapid turnover, has made tuberculusis-bed needs decline more sharply 
than the drop in the incidence of tuberculosis. In the past there has been a con- 
tinual adjustment within the overall bed capacity of the hospital system to meet 
the medical needs of eligible veterans, in line with changing waiting-list patterns, 
shifting population, and medical requirements. This management approach 
assures the effective accomplishment of the Veterans’ Administration’s medical 
mission and the most economic use of Veterans’ Administration hospital facilities. 
This has resulted in the conversion of a sizeable number of tuberculosis beds at 
our Walla Walla hospital to general medical and surgical use. However, the 
application of the inflexible budget policy of tuberculosis-bed elimination will 
affect not only the Walla Walla hospital but also all hospitals having tuberculosis 
beds as such beds cease to be needed for tuberculosis purposes. 

This situation was reflected directly in the fiscal year 1959 “Inpatient care’”’ 
appropriation to the Congress. As brought out in the committee hearings, of the 
$17,400,000 reduction by the Bureau of the Budget, $5,650,000 was related to 
taking tuberculosis beds out of use. The House of Representatives, in acting on 
the appropriation bill (H. R. 11574) added back $3,365,000 of the $5,650,000 reduc- 
tion. The agency’s testimony before the Independent Offices Sucbommittee of 
the Committee on Appropriations, on the Bureau of the Budget reductions affect- 
ing the hospital program, is on pages 571, 585, 586, and 829 through 839 of the 
hearings. 

Thank you for the invitation to provide you with a report giving our views on 
the hospital program for the budget year, before the Senate hearings begin. This 
will be forwarded in the near future. 

Very truly yours, 
’ 
Deputy Chief Medical Director 
(For and in the absence of William 8. Middleton, M. D., 
Chief Medical Director). 


Ray C. Roperts Post No. 969, 
VETERANS OF FoREIGN Wars OF THE UNITED SraTEs, 
Tacoma, Wash., April 23, 1958. 
Senator WarREN G. MaGnuson, 
Senate Office Building, Washington, D. C. 

Dear Senator Macnuson: The enclosed bulletin which has been prepared by 
the managers of the Western States veterans hospitals is self-explanatory. 

We of the Ray C. Roberts Post, No. 969, Veterans of Foreign Wars, strongly 
urge that you give this matter your fullest consideration. 

Any favorable action which you may take in this matter will be deeply appre- 
ciated, needless to say, by all veterans, whether directly concerned or not. 

Yours in comradeship, 


C. J. Evuiser, 
Commander, Ray C. Roberts Post, No. 969, Veterans of Foreign Wars. 
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The managers of the 23 Veterans’ Administration hospitals, centers, and 
domiciliaries located in 7 Western States have met to consider our hospital program 
for the next 2 years. Our deliberations have revealed a simple stark reality. 
Current appropriations will not support presently legislated benefits and accepted 
concept of veterans medical care. 

The inexorable floodtide of price increases on all fronts is recognized throughout 
the hospital field. Community hospitals, State hospitals, and university hospitals 
all have experienced the effect of rising costs. With the possible exception of a 
few State hospitals, the costs are reflected in large rate increases and in substantial 
appropriations each year. In the nongovernmental hospitals these costs are passed 
on directly to the patient. 

Our Veterans’ Administration hospitals have not received funds over the past 
several years sufficient to keep abreast of these ascending costs. We are endeavor- 
ing to maintain a medical program equal to that offered in the community on pre- 
inflation appropriation levels. Neither have managers had funds adequate to 
discharge their specific responsibility in protecting the Government’s investment 
in the physical plant and in equipment. 

We have economized to the extent that essential care to our patients is inevi- 
tably deteriorating. Our 23 hospitals must have a substantial increase in fiscal 
year 1959 and a specific increase of $10 million for 1960, over and above the 
appropriation for 1958 in order to retain an acceptable level of medical care and 
to maintain our physical plants. These sums do not include whatever might come 
in a general pay raise for Federal employees, or the automatic wage boosts for 
blue-collar workers. 

Unless these sizable sums are made available, Congress must face this alterna- 
tive: 


1. Lower quality of medical care and allow the physical plants to further 
deteriorate; or 
2. Reduce beds with a concomitant reduction in patient load: 


(a) Close selected hospitals throughout the country. 
(6) Close whole sections of beds in many hospitals. 
We, therefore, unanimously resolve that the Bureau of the Budget and the 
Congress of the United States be apprised of this basic issue and be requested to 
take clear-cut remedial action. 


CHEMOTHERAPY RESEARCH IN TB AREA 


Mr. Wuirtier. Surely, Senator, I would be delighted to comment. 

I suggested earlier that in our research program one of the splendid 
things that the VA had been able to do through its chemotherapy 
research in the TB area, was to be able to increase turnover, not 
actually cut the TB incidence, but to cut down on the demand for 
beds; and with that very remarkable reduction in the need for TB 
beds we have been closing them, where they are not needed. 

Senator Dirksen. They are not available for any other purpose, is 
that right? 

Mr. Wuirtier. Well, those that we have been closing, I trust, are 
in areas where there is no workload, or rather, no waiting list for other 
types of cases. The only two hospitals we closed, 1 believe, were 
Crump in Memphis and Dayton. At Crump we moved all the pa- 
tients to a better and newer hospital, and administratively, 1 would 
have done it anyway, even if the money had been made available. 
I believe in Dayton, we closed another building, and all of the TB 
cases that were in there we think now have better care. We are 
closing isolated beds, and we have tried to do that where there was 
no waiting list of other types of cases; so that we feel that the veterans 
in America will not be denied the care to which they are entitled 
by law. 

Senator Porrer. Are you not converting some of your TB wings 
or your hospitals into other types of hospitals? I know in Dearborn 
you are converting a wing into a NP section. 


25300—58— pt. 1—_—-29 
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Dr. Mippueton. That is a rather earlier move, Senator Potter. 
You recall under pressure they had made over certain of the areas 
in Dearborn Veterans’ Administration hospital for TB and then 
found there was not the requirement for TB beds. Accordingly 
it was changed to a section for neuropsychiatry. That was some years 
ago though. 

Senator Porrrer. Are you doing that in other places now? 

Dr. Mippieton. No; we cannot do that, sir. 

Mr. Wuirtier. There is this that I think I would just like to put 
in the record: that no service-connected veteran has to wait to get 
into a veterans’ hospital. They all get in immediately. Any waiting 
lists that we have any place are nonservice connected. 


EXPERIENCE WITH NP PATIENTS 


Senator Dirksen. Dr. Middleton, years and years ago, further 
back than I care to remember, when General Hines was the Adminis- 
trator, I think, if I recall correctly, one day he said to me in the House 
something to the effect that after World War I they figured it would 
be roughly 47 years before they got a bead on the NP cases. Would 
that sound correct? 

Dr. Mippueton. I think that the general had a very good insight, 
Mr. Chairman. 

Senator Dirksen. What is your present experience with the NP 
cases, both as to World War I and World War II? 

Dr. Mippteton. The curves are curves that overlap and thereby 
exaggerate the impact of the individual wars. What I am attempting 
to envision is that the more acute psychoses occur at an early age 
period and therefore we are having now some of the World War il 
acute psychoses coming to a peak, and we are getting some of the 
degenerative diseases that appear in later life from the World War I. 

These men who are in their third and fourth decades, men from 
World War II, constitute our load of acute and recent mental illnesses; 
whereas the degenerative diseases of these are men who are in their 
sixth and seventh decades, the men from World War I. So these 
curves are summaries. We have made a very careful study of the 
patient load and we know that service-connected veterans of all cate- 
gories are dropping down insofar as the general picture is concerned. 
The service-connected load will decrease because the occasion of their 
service connection will have passed, will have been corrected, or they 
may have died. We do have a total picture that is a positive one and 
can be made a matter of record. 


STUDY OF FUTURE PATIENT LOAD 


As a matter of fact the study of the future patient load has been 
carried for 30 years in the future, through the joint effort of the De- 
partment of Medicine and Surgery, Veterans’ Administration, and the 
Bureau of the Budget. 

Senator Dirksen. Is that available? 

Dr. MippLeton. Yes—but—I am not certain whether this has been 
cleared by the Bureau of the Budget yet. 

Mr. Wuirtier. I think, Dr. Middleton, it probably would be better 
if we did not at this time submit this but have a review of the figures 
first. 
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Dr. Mripp.eton. Yes. 


Senator Dirksen. Is that in the nature of a sort of roundup of the 
old or the present situation? 

Dr. Mippueton. This is a very detailed study, Senator Dirksen. 
It has involved the advices of all the agencies of the Government, the 
American Hospital Association, and has had the cooperation of the 
Bureau of the Budget and the Veterans’ Administration; but, as Mr. 
Whittier has implied, we have not yet had clearance with the Bureau 
of the Budget, since this study has been made. 

Mr. Wuirtier. Senator, the Bureau cooperated in this study and 
I think it is only proper to let them review it prior to making it 
available to the committee. It would be just a courtesy to them. 


REVIEW OF VETERANS SITUATION 


Senator Dirksen. It has also occurred to me that a sort of statistical 
and word picture roundup of the whole veterans’ situation, say on 
any anniversary occasion such as V—-E Day or V-—J Day, or after 
a war, should be reported, and would serve a useful purpose for 
the information of the country and for the information of the Congress; 
but I would make this one suggestion, that if it is done that it be 
done in a little more journalistic style. I know sometimes speeches in 
the Senate are sort of a boring venture—and that goes for me as 
well as anybody else—and I doubt if the country knows quite as 
much about these things from time to time as they should, but the only 
way you can get it across to them, is in a rather racy and journalistic 
statement, and highlights to make it rather unique, so as to make it 
interesting to them. 

Dr. Mipp.eton. To bring your figures, Mr. Chairman, into better 
focus, I think I can only use the fact that as in civilian population 
our veteran requirements for neuropsychiatry is 51 percent of any 
given day’s load, so that every other bed is occupied by a psychiatric 
patient not only in the Veterans’ Administration system, but in the 
hospitals of the country at large. 

Senator Dirksen. When General Hines gave us that figure on 
NP cases, I though that 47 years after Armistice Day will be 1965, and 
that I thought that would be a rather interesting subject for a speech. 
It is surprising how you can captivate people by just projecting a tar- 
get date. Here is a man who made a statement as to those cases 
coming into full fruition in so many years. It was one of those un- 
believable things that I could hope for, that statistically | was on good 
ground when I had to rely on General Hines for that statement being 
correct. 

This situation can be dramatized, and we have to do it. We dare 
not forget this duty. It is a duty to the veterans, of course. 

Mr. Wuirtier. | think, Senator, General Hines was on good 
ground and so were you. I think the projections for the years ahead 
will indicate they are not unlike those of the past and that by 1986 
the nonservice-connected patient load will increase by 75 percent over 
what it is at this time. 


SYMPATHETIC VIEWPOINT EMPHASIZED 


May I suggest to you, sir, that simplicity of language has interested 
me very much, and that everyone who writes a letter in the Veterans’ 
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Administration has taken a course in how to write both sympa- 
thetically and simply. It was one of the very first things I did when 
I came originally to the Department of Insurance. 

In the VA we have just put up a series of posters we designed called 
write to the man behind the folder. We have tried to instill that in 
our employees, although we didn’t have to do much in that regard, 
because almost everyone who works at the VA I have discovered is 
most dedicated. We try to emphasize the sympathetic viewpoint, 
and that we are working not just with folders but with mothers and 
fathers of veterans as well as the men who served. We try to write 
our letters to individuals in Illinois or Michigan or in Washington. 


HOSPITAL LOCATION AT NASHVILLE, TENN. 


r ° 7 e ? 
Senator Dirksen. Now I see, according to a letter from Nashville 


Tenn., that there is an apparent tug of war between sundry citizens 
in that good commonwealth as to where the hospital shall be located. 
Is there some comment you can make on that? 

Mr. Wuirtier. Senator, that was the written item I just submitted 
for the record, and I have just released it to this committee. 

Senator Dirksen. There may be a letter here. 

Mr. Wuirtrer. If I may give this to you. What I basically said 
in that was this: 

The location of the hospital in Nashville was a problem that took 
a tremendous amount of study. Several teams went down to Nash- 
ville to study it. In 1946, when the boys came marching back, this 
grateful Government was determined that the men should have the 
best possible hospital care and medical treatment available. The 
VA discovered that if they placed the VA hopitals close to the medical 
schools fine medical facilities were available to them. 

So we have determined, and I think the Medical Department of 
the VA to a man is unanimously of the opinion, that the new hospital 
in Nashville, Tenn., which I think will run over $12 million in cost, 
will be close to Vanderbilt University. 


COST OF NASHVILLE FACILITY 


Am I correct in that $12 million figure? 

Dr. Mippueton. It will run to better than that. 

Mr. Epe@ar. $15 million. 

Mr. Wuirtier. $15 million. It will be close to the Vanderbilt 
University, in the heart of that university medical community. 

Senator Porrrer. It is important to have the hospitals near a 
medical center, is it not? 

Mr. Wuirtier. We feel it is. 

Senator Porrer. You are getting away from the problem you 
have, such as this one in Georgia, where they are a long way from the 
medical centers, and therefore they are not as accessible for medical 
consultations that you ordinarily like to have when you are with 
your program? 

Mr. Wuirtier. Well, the problem here, Senator, is that there is 
already a VA hospital, an old one on the outskirts of Nashville which 
we are replacing. The question is whether we should build on the 
old site or whether we should move close to the university, and there 
is some additional cost in such a move. We are concerned about 
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that, and we have tried to reduce the cost to the minimum. There 
will have to be some land taken, but we have tried to reduce that to 
an absolutely minimum figure, and we have tried to keep the cost 
differential down. It is now, I think, under $1 million, but looking 
at the long-range view—and I am thinking of our first obligation being 
to the veteran—the medical care we owe him, we have made this 
important determination. This decision has been made only after a 
long and very careful study and repeated surveys and many inter- 
views and I know both newspapers and I think many of the prominent 
citizens of the community there support that viewpoint—that hospital 
and school should be close together. 

Senator Dirksen. Is a considerable part of the protest because of 
the dislocation of a good many residences and working people, older 
people, and so on? 

Mr. Wuirtier. Senator, there will be some dislocation, and that 
is one of the things that gave us long and careful pause. We have 
certainly tried to see that everyone is fairly treated, and that no 
move is made until everyone has been completely informed of his 
rights, but there will be some dislocations. We have tried to reduce 
it to an absolute minimum, however. Do you know, Mr. Edgar, 
how many houses are actually involved? 

Mr. Epear. It is in the neighborhood of 60. 


Mepicat RESEARCH 


Senator Dirksen. Dr. Middleton, I think we gave you $10 million 
for medical research last year. 

Dr. Mippueron. $10,344,000. 

Senator Dirksen. | wonder if you can give us some amplified 
comment about what is happening in that field? There seems to be 
a very broad interest in what you are doing, and there have been 
some comments, I would say, from what I have been reading, but we 
should have a statement in the record from you, I think, on the 
general achievements in this field. 

Dr. MippLeron. Senator Dirksen, you will recall that the Congress 
gave us a mandate, along with the appropriation, that directed us to 
give particular attention to the study of diseases of the ageing, to 
hypertension, cardiovascular diseases, cancer, mental diseases and 
tuberculosis. Of course, that is rather a wide field and we had the 
additional responsibility to report to Congress on the results. 

There have been two volumes that have come to the Congress 
representing the printed accounts of the areas that have been studied. 
Dr. Cummings of the Research Division is responsible for the program 
within the Veterans’ Administration, and he is here, and I would 
prefer that he give his account of that. 

Senator Dirksen. Dr. Cummings. 


RESEARCH SERVICE, DEPARTMENT OF MEDICINE AND SurGERyY, VA 
STATEMENT OF DR. M. M. CUMMINGS, DIRECTOR 
RESEARCH FUNDS 


Dr. Cummings. Candidly, I should hope to be able to convince this 
committee that the VA has prudently invested the funds which were 
made available for support of research. Also, I intend to show that 
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the action of the Congress in 1956 providing increased support for 
Medical Research has been justified. 

Furthermore, I am convinced that our plans for expansion of 
medical research activities next year are sound, economical and most 
importantly give promise of solving some of the medical problems 
which contribute to disability and death. 

Research and training in the VA are intimately associated with 
patient care. Our physicians, dentists, and nurses who care for our 
sick and disabled veterans are the same persons who are inspired to 
study these medical problems and to teach young men and women the 
modern techniques of American medicine. 

What are our resources to pursue research? These, I am sure, are 
known to most of you. During a single year, we have almost a half a 
million patients admitted to our hospitals and each day over 110,000 
are available for study. No where else in the country does this 
precious element for clinical research exist in such abundance under 
controlled conditions. 

Of greater importance is the fact that we have 4,800 dedicated full- 
time physicians and dentists caring for these patients, eager to seek 
newer diagnostic and treatment methods and thus to shorten the 
hospital stay of these patients through more effective medical care. 


RESEARCH PERSONNEL 


One thousand eight hundred of these physicians are actively engaged 
in medical research. These physicians are supported by 2,300 young 
resident physicians, by 14,000 nurses, and by 8,500 other paramedical 
personnel such as psychologists, social workers and _ technicians. 
In our research laboratories, we have 1,300 well-trained technical and 
scientific personnel to carry on the procedures and methods designed 
to yield new information. 

You have asked a very appropriate question: What have we 
studied? What have we done with the funds that have been 
provided? 


PROJECTS CARRIED OUT 


Over 5,000 research projects were carried out last year, Mr. Chair- 
man, at a cost of approximately $2,000 per project. The Veterans’ 
Administration undertook the first large-scale evaluation of tranquiliz- 
ing drugs used in the treatment of mental disorders. It is also 
implemented by the first large-scale evaluation of the newer anti- 
hypertensive drugs. It is now engaged in a most comprehensive 
study of atherosclerosis, a disease which leads to heart attacks and 
strokes. In this study, the VA hospitals are evaluating the role of 
anticoagulants as well as diets used to prevent and treat recurrences 
of complications of atherosclerosis. It has been quietly studying the 
problems caused by staphylococci, germs which are resistant to anti- 
biotics, which cause serious wound infections, pneumonia, and other 
serious complications. 

The VA has standardized laboratory procedures used to measure 
pulmonary function and is now studying the great lung crippler 
associated with aging, pulmonary emphysema, a disease which causes 
serious shortness of breath, leading to complete disability or death. 
We are studying the results of medical and surgical treatment of 





ee 








INDEPENDENT OFFICES APPROPRIATIONS, 1959 453 


peptic ulcers, a disease which occurs especially frequently during 
times of stress, such as exist in the world today. 


EMPHYSEMA IN AGING PROCESS 


Senator Dirksen. Let me ask you this, Dr. Cummings. Is pul- 
monary emphysema a virus infection or just a malfunctioning? 

Dr. Cummines. Pulmonary emphysema is a disease which occurs 
with the aging process, the cause of which is unknown. It leads to a 
progressive shortness of breath through a slow, insidious obstruction 
of the lung structure. No one truly knows whether this is the result 
of repeated viral infections or bacterial infections or whether it is due 
to the disintegration of cells through aging; but it certainly is one of 
the most common cripplers that we now see in our hospital system. 

Senator Dirksen, What do you use in the hospital system for 
emphysema? 

Dr. Cummincs. The treatment of emphysema is very disappointing. 
There are certain standard procedures which are employed. One 
controls the infection which occurs commonly in these individuals 
with antibiotics, and one uses drugs known as bronchial dilators to 
assist the breathing mechanism, but, by and large, I am ashamed to 
say that the medical profession has no effective treatment. Perhaps 
Dr. Middleton would wish to enlarge upon this point. 

Dr. Mippteton. Dr. Cunnuniinies Nae done very well, sir. There are 
certain adjuncts; but he is quite correct in saying there are sharp 
limitations to what we can do for emphysema. 

Dr. Cummines. It causes big barrel chests we begin to see in the 
elderly citizens. It is really a very disabling situation. 

With your permission, I would like to tell you a few other things 
that we are doing. 

Senator DirksEN. I am sure the Federal Power Commission would 
not mind. 


GROUP THERAPY UNDER STUDY 


Senator Porter. Could I ask a question, Mr. Chairman? 

In dealing with your research program, with your mental patients, 
it is my understanding you have been doing some work with group 
therapy, is that true, and, if so, has it been effective? 

Dr. Cummines. Group thereapy i is currently under study, particu- 
larly in the mental hygiene clinics. The past years have been spent 
in developing scales to evaluate the effectiveness of group therapy. 
I believe it would be fair to say that progress has been made in de- 
termining that this modality of treatment of large numbers of mentally 
ill patients rather than individual patient treatment is applicable. 


WORK OF RECOVERY, INC. 


Senator Porter. There is an organization known as Recovery, Inc., 
which is an organization composed of former mental patients, and they 
work in conjunction with other people that have mental disturbances 
and it has intrigued me, because they have been successful in many 
cases. I know, however, that the medical profession has not given 
this type of treatment much encouragement. As a matter of fact, 
the research program in group therapy has been conducted by the 
Institute of Mental Health, a special project. I was wondering if 
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the VA, in your research program—first, have you ever come in contact 
with this organization known as Recovery Inc., and, if so, if any 
objective study has been made as to their ability to be helpful? 

Dr. Cummines. I have never had any contact with the organiza- 
tion Recovery, Inc. I would be delighted to learn whether our 
psychology and psychiatry divisions have had such contact. 

Senator Porrer. I would appreciate it if you would have someone 
contact my office and I can give you the names of the people for you 
to contact. It is, apparently, similar to your Alcoholics Anonymous 
groups. I happen to know some people that are very active in it, 
and they have had amazing results, and one of the problems that 
they are confronted with is the fact that your veterans’ hospitals, 
and many of your State hospitals, refuse to allow them to deal with 
patients in the hospitals, so they have to either get them after they 
come out or before they get into the hospitals. If there is any value 
to this it would seem to me it might be desirable, with this great 
problem we have in dealing with mental patients, to at least give 
this an objective study to see whether this might serve to be of 
some value. 

Dr. Cummincs. Yes, sir. 

Dr. Mippteton. Mr. Chairman, I am familiar with that program, 
and can assure you, Senator Potter, that the matter has been looked 
into carefully. Of course, the great success of Alcoholics Anonymous, 
as well as this organization, is its acceptance. One of our tremendous 
problems in the care of the mentally ill is in educating, first, the 
professional and then the laity to foster the acceptance of persons 
who have had mental illness. 

Senator Porter. It is my understanding there has been a great 
professional barrier put up toward this group. 

Dr. MippuetTon. I| can assure you, so far as the Veterans’ Adminis- 
tration is concerned, it is using every possible means to resocialize 
its mentally il veterans and through our social workers, clinical 
psychologists, and counseling psychologists we have tried to bridge 
this gap with society. It is a real one and this group is doing an out- 
standing job. 

Senator Dirksen. Dr. Cummings, I wonder if you would say a 
word about arthritis. 


STUDIES ON ARTHRITIS 


Dr. CumminGs. I do not profess to be an expert on arthritis, but, 
as we see the average age of our veteran population increase, we see 
the number of diagnoses of rheumatoid and degenerative arthritis 
increase accordingly, 

We are presently engaged in one large scale study, hoping to evaluate 
one medical modality of treatment here at the Mount Alto Hospital 
in Washington. It is our sincere desire, however, to expand our 
study to include evaluation of newer hormones that are currently 
available, and other therapeutic agents. This is a serious problem 
among our veteran population. 

Senator Dirksen. What about cancer? 


COOPERATIVE STUDY OF CANCER 


Dr. Cummincs. Cancer, of course, is the best example that one 
could cite of a disease associated with the aged, a disease usually fatal, 
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unfortunately. We are now engaged, with the United States Public 
Health Service, Atomic Energy Commission, the American Cancer 
Society and the Sloan-Kettering group, among others, in a cooperative 
study designed to evaluate newer chemotherapeutic agents used in 
cancer and leukemia and I believe this represents one of the most 
magnificent large-scale undertakings currently underway in American 
medicine. However, we have need for more basic knowledge of the 
underlying causes of cancer and leukemia, and in this area I believe 
much remains to be learned. However, you may wish to know, sir, 
there has been estimated that approximately 5 million veterans of 
our present veteran population would ultimately die of cancer, so 
we are deeply concerned with this problem. 


PREVALENCE OF EPILEPSY 


Senator Dirksen. How prevalent is epilepsy? 

Dr. CummineGs. Epilepsy is a prevalent neurological disorder among 
the younger population groups. We in the Veterans’ Administra- 
tion, see not only the so-called idiopathic epilepsy, that is epilepsy of 
unknown causes, but we have a number of cases of epilepsy resulting 
from war injuries, a blow to the head, for example, which leads to 
damage to the brain. Here again we have a national epilepsy center 
in Boston whose principal mission is to undertake studies to elucidate 
the mechanisms of the cause of epilepsy and the modalities of treatment. 


MUSCULAR DYSTROPHY 


Senator DirksEN. Now, as you know, there is a great public in- 
terest in muscular dystrophy. 

Dr. CummrinGs. Yes, there is a great interest in that. Muscular 
dystrophy is another distressing disorder of mankind. I regret, how- 
ever, that I am unable to cite any statistics as to the scope of this 
problem among our veteran population. Ordinarily, again, this would 
be a disease seen in the younger population group. But Senator, I 
would venture a guess that muscular dystrophy is seen in abundance. 

Dr. Mippuetron. There is an interesting circumstance of our in- 
terest in this field from a research standpoint; that for psychiatry the 
expenditure for fiscal year 1958 in research will be $900,000; for the 
neurologic diseases, such as muscular dystrophy, it is $328,000; there 
is $1,238,000 being expended for the study of neuro and psychiatric 
disorders. That contrasts with 4 years ago when we were spending 
just one-tenth of that amount. So we have increased our material 
support of the research items in this respect in 4 years. 

Senator Dirksen. I wish we had more time to hear from you on 
this, but I wonder if you would amplify your statement for the record 
so that we would have some additional information on it, amplify it 
in writing? 

Dr. CumminGs. I would appreciate that opportunity, if I may. 

Senator Dirksen. All right, you do that. 


CONTINUATION OF RESEARCH 


Senator Porrer. If I could, Mr. Chairman, before Dr. Cummings 
sits down, as I understand it, you are making the same budget request 
this year as last year. Now, I would assume that probably you will 
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continue in the same research projects that you have at the present 
time; is that correct? 

Dr. Cumminecs. Well, research changes, Senator. Some projects are 
long-term projects that will be continued. Some are completed and 
new ones are implemented. What concerns me, as administrator of 
this program, is the fact we seem to be getting a backlog of good ideas 
that we cannot implement. Our men in the field have the clinical 
resources and they have the know-how to attack these problems and 
I have the fecling that we are not able to keep up with their thinking 
through support of their ideas. 

Senator Porrrer. To carry out what you just mentioned, I believe 
that vou recommended ori iginally a program costing about a little over 
$12,500,000, and I think it might be well for the record to have the 
group of projects that you would include in that additional $2,500,000, 
and I think that should be part of the record. 

Senator Dirksen. Very well. 


STUDIES CONTINGENT ON ADDITIONAL FUNDS 


Dr. Cummrines. If additional funds were available, the following 
studies would be undertaken: First, a large-scale evaluation of the 
newer oral antidiabetic drugs, drugs which might replace insulin in 
the treatment of diabetics. 

Secondly, an evaluation of newer medical and surgical methods for 
treating Parkinson’s disease, a severe disabling palsy which is 
associated with aging, which we see in abundance in our hospital 
system. 

Third, we would undertake an evaluation of functional and organic 
causes of deafness, with special reference to establishing methods of 
separating true deafness from psychological deafness. This has be- 
come quite an important problem. 


INCREASE IN DEAFNESS 


Senator Dirksen. Doctor, at that point is it a fair inference from 
all the advertisements one sees about hearing aids that there is an 
increase in deafness? 

Dr. Cummines. I would say that certain forms of deafness asso- 
ciated with changes in bone that occur with aging certainly must be 
on the increase. But I cannot cite statistics to support that guess. 


OTHER STUDIES ANTICIPATED 


Senator, we would also initiate studies designed to detect the early 
changes in atherosclerosis before irreversible changes occur. Instead 
of merely looking for methods of treating strokes and heart attacks, 
we would like to focus our attention on picking up the early changes 
in the blood vessel before a man has a stroke or a heart attack. 

Finally, if additional funds were available, we would initiate studies 
designed to determine the true influence of hormones on arthritis and 
other similar diseases. To do the above, we would have to establish 
certain new laboratories in VA hospitals which do not have adequate 
facilities at the present time. We believe we would require 15 general 
medical research laboratories and 5 radioisotope laboratories. We use 
radioisotopes as a tool for more precise measurement in medical re- 
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search. We have a genuine need for a laboratory to study human 
ecology. This might be called by the scientist a neurophysiology 
laboratory, but the impact of the space age, if you will, is already being 
felt in medicine. We think we have an unusual opportunity to study 
the influence of environment on humans in the VA. 

These represents some of the major programs that we would under- 
take, Senator, and some of our major needs requiring financial support. 

Senator Porrer. Those are over and above the request of $10 
million plus in this budget? 


Dr. Cummings. Yes, sir. They would be completely new studies. 
RESEARCH ON PROSTHETIC APPLIANCES 


Senator Porrer. With the indulgence of the Chairman, I would 
like to ask one further question,. You have had $1 million for research 
on prosthetic appliances. Can you tell me what you have done in 
that field in the past year? 


Dr. CumminGs. This program does not come under my purview, 


Senator. I would have to refer to Dr. Middleton or Dr. Wolford to 
answer that question. 


Senator Dirksen. Before you conclude, Dr. Cummings, thank you 
very much for your presentation. Let me suggest that in any 
amplification of your statement you include something on your re- 
search on mental illnesses and also in glaucoma and of cataracts 
which are always of special interest to anyone who has been threatened 
with not outer space but darkened space. 

Thank you very much. 


Glaucoma and cataracts, diseases which ultimately lead to serious, if not 
complete, loss of vision, are commonly seen in the older population. If detected 
early, these disorders are readily amenable to treatment. The Veterans’ Ad- 
ministration initiated a study of glaucoma in geriatric patients at the Brooklyn 
Outpatient Clinic. By performing tonographic measurements in a large number 
of patients, a significant number of cases of glaucoma were detected in early 
stages, thus making it possible to apply medical treatment before serious loss of 
vision occurred. Similar surv evs for glaucoma and cataracts should be under- 
taken in VA domiciliary centers where we have an elderly population group. 

The research program in psychiatry in the Veterans’ Administration today is 
healthy and growing. The resources allocated in this area have been well used 
in exploring means for improving patient care and treatment and in contributing 
to the knowledge of mental illness. 

Results with the newer tranquilizing drugs have been tangible. From 1953 
to 1954, there was a 2 percent increase in those being supervised while on trial 
visit from hospitals; from 1954 to 1955, the increase was 15 percent; and from 
1955 to 1956, there was a 41 percent increase in this group of patients. This 
reflects the increasing number of patients being released with the better applica- 
tion of newer therapies. The number of electroshock treatments has been de- 
creased from 4,500 in 1955, to 2,100 in 1956, and the number of patients receiving 
insulin coma therapy from 1,500 to 900 in that period. The figures for 1955 
should not be considered a baseline, however, as the effects of tranquilizers on 
these other therapies were already being seen at that time. It should be em- 
phasized that the enthusiastic trials in testing the tranquilizers led to a wide- 
spread abandonment of the older shock therapies. However, with greater ex- 
perience and clearer delineation of the indications for such drug therapy, psy- 
chiatrists have found that a small group of patients do better with the older 
treatments or require them after careful investigation has shown they are refrac- 
tory to the drugs. Individual and group psychotherapy have increased from 
4,400 receiving individual therapy in 1955 to 6,000 in 1956, and from 11,200 
undergoing group therapy in 1955 to 14,500 in 1956. 

However, we have yet to fully capitalize and exploit our research potential. 
We still have many hospitals that can conduct medical research that are not doing 
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so, and many others that are just starting. We have physicians whose ideas need 
to be translated into action. Research tools and equipment are required. 

A complete system of hospital and clinical records available to us is a valuable 
research resource. The application of electronic data processing devices to store, 
categorize, and retrieve this information would make it possible to utilize these 
data more effectively. Of more importance however is the direct application of 
electronics to medical research at the investigator’s level. Already VA physicians 
have developed a method of obtaining better electrocardiograms by utilizing a 
small analog computer which is attached to a magnetic tape recorder. This 
instrument we believe is a prototype of the future and may permit mass surveys 
to detect early stages of heart disease. 

The increasing age of veteran patients places a responsibility upon us to search 
for new means to prevent and treat the medical problems associated with aging. 
In addition to our hospitalized elderly patient population with chronic diseases 
there are over 17,000 domiciliary members available for long-term longitudinal 
study. 

I submit then that the Veterans’ Administration has the clinical and manpower 
resources necessary for productive medical research. The Department of Medi- 
cine and Surgery has a splendid record of past performance, both from the point 
of view of economy and production; we are lacking only in support to get more 
complete production from a very good machine. 

Published appeals for increased support for research commonly use the word 
‘research’ and the word “‘training’’ in the same sentence. It may be assumed 
that increased support for research permit an automatic and commensurate in- 
crease in necessary training. While these two activities are intimately related, 
there is a definite imbalance in the degree of their support because of their budge- 
tary separation. This imbalance has operated to handicap the maximum develop- 
ment of the research program. 

New techniques must be learned and taught, ideas must be exchanged, and 
new theories developed by facilitating communication between the staff members 
whose research is a necessary part of their patient care responsibilities. The 
vast amount of training activity and the free communication between individuals 
required to effectively capitalize on research findings is necessary, though treated 
separately budgetwise. The education and training program provides the 
mechanism by which the advances resulting from research are translated into 
improved care of the patient. If we regard research as the method of production, 
then we can regard education and training as the method of distribution. 

The interdependence between research and training is illustrated by the fact 
that the clinical investigator program is administered as a training activity. 

This program was inaugurated in fiscal year 1957, and was designed to permit 
exceptionally qualified physicians and dentists to receive training in research on 
problems of particular importance in the care of veteran patients. This research 
is concentrated in fields basic to neurology and psychiatry, cardiovascular disease, 
cancer, degenerative diseases, and problems involving the aging process. As now 
constituted, this program is aimed at the younger man who has completed his 
years of formal residency training, but who has demonstrated outstanding research 
potential and aptitude. The retention of these men in the Veterans’ Administra- 
tion on a career basis depends in no small measure upon the opportunities for pro- 
fessional growth afforded by the education and training program. 

I would be remiss if I did not give credit to the leaders of American medicine, 
medical school faculties, and scientific and technical advisers who give unselfishly 
of their time and energy to continue to support the triad of medicine which is 
carried out in VA hospitals; research and education so essential to improved 
patient care. 


STUDIES ON PROSTHETIC APPLIANCES 


Senator Dirksen. We will hear from Dr. Middleton or anyone you 
wish to assign. 

Dr. Mippieron. Mr. Chairman, Senator Potter’s questions relate 
to the prosthetic research, that has been conducted over the period 
since World War II. There have been continuing studies made of the 
various artificial limbs, stump sockets and that sort of affair, mechanical 
devices that have attempted to control the hand through water, 
air, and motor devices. 

There have, of course, been the extensions of the studies for the 
blind, prosthetic devices for the eyes. 
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Senator Porrer. Could I ask one question: Has there been any 
research recently done for prosthesis for disarticulated hips? 

Dr. Mipp.eron. They are continuing studies, as you know, Senator, 
because it is a field which is fraught with many difficulties, and 
unquestionably the most serious and most difficult of all prosthesis 
to arrange. Advance, I cannot assure you. 


VETERANS’ Hosprrat at Farao, N. Dak. 


Senator DirksEN. Before we conclude, I think Senator Young has a 
brief statement he wants to make with respect to the Fargo Hospital, 
I think. 

Senator Younac. Yes. Thank you very much, Mr. Chairman. 

On February 8 of this year I introduced a bill which would ap- 
propriate $350,000 to build additional doctors’ quarters and nurses’ 
quarters at the Veterans’ hospital at Fargo, N. Dak. Mr. Chairman, 
we have had a continuing problem of trying to keep doctors in VA 
hospitals in North Dakota, of which we have two. 

The Congress granted an appropriation some 3 years ago to build 
doctors housing at Minot, N. Dak. That went a long way in solving 
our doctors’ problems. We had some very good doctors there, but 
all of them could earn more money in private life than they can on 
Government salary. It is some of these fringe benefits that came to 
mean so much to them. It has helped us to keep them in this area. 

Like most good doctors, they would rather practice in large cities 
or in warmer climates such as Florida or California. This housing, 
therefore, does become very necessary to us in order that we can keep 
these good doctors there. 

I would like to have presented for the record a statement that was 
prepared in support of this additional appropriation for doctors 
housing and nurses housing at Fargo Hospital. 

The Congress appropriated funds, too, for doctors housing there 
some 5 years ago, | believe it was. That only took care of part of 
the needs. We have some temporary doctors housing that is not 
worth repairing. I have looked at the housing in military establish- 
ments all over the world, and I to not think I ever saw any housing 
that was as poorly constructed and in such bad repair as this. It 
was temporary housing constructed in World War II. It certainly 
would not be wise to try and rebuild that. I think the only thing 
we can do is to provide new construction. 


COMMUNICATIONS REGARDING FACILITY 


I would also like to have presented for the record a letter in support 
of this housing by Jack Williams, department adjutant of the Ameri- 
can Legion of North Dakota; a letter and a resolution from Andy 
Nomland, department adjutant, of the Disabled American Veterans, 
and also a letter and resolution from Fred G. Jordan, department 
adjutant of the Veterans of Foreign Wars. 

(The letters referred to follow:) 

Mr. Chairman, a very serious situation exists at the Fargo, N. Dak., Veterans’ 
Administration hospital. They have always had a most difficult time securing 
and keeping doctors and nurses because of the lack of adequate housing. Not 
knowing how permanent their assignment will be, doctors and nurses are very 
reluctant to invest fifteen or twenty thousand dollars in a home in this area of 
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the United States. The present living quarters available to them at the Fargo 
Veterans’ Administration Center are entirely inadequate. 

At the present time, there are temporary quarters at this center which provide 
housing for 14 families. These quarters were constructed in 1948 and were in- 
tended to be used for only 3 years. That was 10 years ago, and they are now in 
a deplorable condition. I have visited many military installations throughout 
the world, and never have I run across quarters as poorly constructed and as di- 
lapidated as these. Too, as you know, North Dakota is not a warm climate. 

As I indicated, we have always had a problem of keeping doctors at the Vet- 
erans’ Administration hospitals in our area. Nothing would help more in getting 
and keeping these doctors than to provide adequate housing facilities for them. 
For example, the Minot, N. Dak., Veterans’ Administration hospital was almost 
closed at one time because of the inability to get doctors. This problem has been 
practically resolved at that institution since adequate housing has been provided. 
This has helped more than any other single factor in securing doctors at that 
hospital. 

Mr. Chairman, it is my considered opinion that funds ought to be provided to 
construct a minimum of 3 duplexes for the housing of doctors, and 1 building of 
4 units for the housing of staff nurses at the Fargo Veterans’ Administration Hos- 
pital. I cannot urge too strongly that the sum of $350,000, as requested in my 
bill, S. 3237, be appropriated for this purpose. 
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Cost estimates for permanent quarters, VA center, Fargo, N. Dak. 


Be NIINTIN MUON AI hie iain mak ein dades Ea win eo eee ee oem $90, 000 
UNNI RANUEIOSN ED cs oh a aca mers nt et eal genie te anne nine ee 40, 000 
Nurses’ home (6-room) 55, 000 


185, 000 











RNIN Bot le eo hes Sel ge ell Rick eh ites drat arrest 
Location A | Location B 

Utility lines: 
I IN IE cna koe ncndaecakwneywelsiownnaiceeelwubanns $20, 000 | $50, 000 
ES 5 3 6580 So ae inst Sblbn batten eaaeabeeusecebee ne 5, 000 35, 000 
a ae x aes so vn inion cabot odebateipsh desiaieicandet tela selina 1, 000 2, 000 
OI Ld ciudacee digtscatdaeek whe terug nen: a: shrine hal deb haclad abu nieebtetogrteidem anon ds 500 2, 500 
NR Go erg, 2 2 cies ote co save sate maniac Leauge akan and ata tare oapepl eked ape lel malate aes 2, 500 7, 500 
IE ii tt indnd ain tncnpanetloodenashdsunitabcamnes st aaleneTweoaee 1, 500 3, 000 
ia ho oe n4 eS ccs podleennsdbye oc dbesshdbbonbiteediseegtauk 5, 000 15, 000 
iin bcd iiepttsign age gh ew as eis ngiepld ganas dap chinn aioli aaah 1 6, 500 2 14, 000 
I Sig in sng vin peaceng dagalen ceted apne ianilin ig aaanemnee 42, 000 | 129, 000 

Total Architects’ Project 
fees total 

nnn ae MOD, noo! oe enc lecddebdmunemectns $227, 000 $11, 350 $238, 350 
SON NUON EES. 055% 65t sande don atessdsccopbecaeaasebes 314, 000 15, 700 329, 700 


1 6-car capacity. 
2 12-car capacity. 


DisaBLED AMERICAN VETERANS, 





DEPARTMENT OF NortH Dakora, 
Grand Forks, N. Dak., May 5, 1958. 


Hon. Mitton R. Youna, 
Senate Office Building, 
Washington, D. C. 


Dear Senator Youne: Thanks a lot for your letter of April 28, re Fargo 


Veterans’ Hospital housing facilities. 


The enclosed resolution explains the DAV feelings on the matter. 


can do something about it. 
Respectfully yours, 


Hope you 


By ANDY NoMLAND, Department Adjutant. 
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RESOLUTION ON ADDITIONAL Hovusine NEEDs For Doctors, VA CENTER, FARGO, 
N. Dak. 


Whereas a serious problem in proper staffing of the Veterans’ Administration 
hospital in Fargo, N. Dak., continues to exist because of the difficulty in obtaining 
the necessary medical personnel; and 

Whereas the average daily patient load of this hospital has steadily risen from 
98 in 1954, when a critical shortage of doctors was experienced, to 118 in 1955, 
149 in 1956, 178 in 1957, to the present 179, and it is certain that the number of 
veterans in this area requiring hospitalization will continue to increase and re- 
placement of medical personnel will be needed; and 

Whereas this hospital is located in an area of the United States where there is 
a definite shortage of medical personnel and the problems of recruiting are ex- 
tremely difficult; and 

Whereas it has become evident that many of the promising young doctors, 
who expressed an interest in associating with this hospital, immediately lost their 
interest upon being shown the living quarters that would be available to them, 
and that the availability and suitability of living accommodations on the station 
is a prime consideration in medical personnel accepting employment at this 
hospital; and 

Whereas the quonset-type huts presently available and being used as quarters 
for medical personnel were built in 1948 under a plan which provided that they 
would be in use for only 3 vears and have long since become outmoded, dilapidated, 
ill looking, hazardous, unsuited to severe weather conditions, and economically 
wasteful to repair and maintain; and 

Whereas we feel the ready availability of doctors and key nursing personnel 
on the station to meet emergency situations, and especially when winter weather 
conditions have been severe, has proved of inestimable value to the operation and 
maintenance of the service in the hospital; and 

Whereas we believe that in order to attract new doctors to come to this hospital 
and then to stay, it is essential that suitable and adequate living quarters be 
provided on the station; Therefore be it 

Resolved, That when the above additional housing is made available that defi- 
nite restrictions be made and enforced covering all housing under control of the 
Veterans’ Administration; and be it further 

Resolved, That this convention of the Disabled American Veterans assembled 
at Grand Forks, N. Dak., April 24, 25, and 26, 1958, hereby request and urge 
‘our Congressmen to submit the above resolution. 

(Passed by DAV convention in Grand Forks, N. Dak., on April 26, 1958.— 
Andy Nomland, department adjutant.) 


AMERICAN LEGION, 
DEPARTMENT OF NortH Dakota, 


Fargo, N. Dak., May 8, 1958. 
Hon. Mitton R. Youna, 


United States Senate, 
Washington, D. C. 


DeaR Senator Youna: It has been called to my attention that you have 
introduced, in the Senate of the United States, Senate bill 3237, which would 
provide suitable living conditions for doctors and nurses at the Veterans’ Admin- 
istration hospital at Fargo, N. Dak. In order that you might have some history 
of the Veterans’ Administration facility at Fargo, I give the following facts. 

A small hospital of 50 beds was established in 1927, later increased to 189 beds, 
and then to 400 beds. The reason for the establishment of the hospital in this 
area in the original instance was based upon the fact that North Dakota had 
more actual battle casualties than any State in the Union in World War I. As 
the records will show, we had a great number in World War II, and it was the 
North Dakota 164th Infantry who moved in on Guadaleanal. In the Korean 
conflict, the same was true. 

This facility also serves 15 counties in eastern Minnesota. In our attempt to 
secure proper housing for the medical personnel several years ago through the 
efforts of Congress, we were able to secure a $250,000 appropriation shortly after 
the close of World War II. These funds were used at Fort Snelling to build homes 
and equip offices for the regional setup which was established at that time, and 
we received from Fort Snelling by truck some secondhand quonset huts which 
were to be used for the housing of nurses and doctors, and they were to be of a 
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temporary nature until additional funds were provided for proper housing. The 
Veterans’ Administration in Washington and the regional office at St. Paul at 
that time recognized the need for this housing if proper medical personnel were 
to be provided for this institution. 

If the Veterans’ Administration at Washington had not opposed your original 
bill to provide housing and cut it from the $225,000, which you asked, to $85,000 
on the information that they gave your committee members of the Senate that 
they had plans drawn for this program and would have allowed your bill to pass, 
our housing problem would have been solved and the continuous difficulty which 
we have had and are having in securing the necessary medical personnel would 
have been eliminated. 

They stated to your committee that they had plans for immediate construction 
of five units. The records show that they had no plans and, even after the appro- 
priation was passed by the Congress, had done nothing to put in effect the wishes 
of Congress. It was necessary that I go to Washington and, after a meeting with 
the Administrator of Veterans’ Affairs, Mr. Higley, we found that the construec- 
tion division had no intention of providing those units for the manager, the 
engineer, and the chief medical officer. It was dug out by Mr. Higley and, to 
prove the point that they had no plans and no desire to start the construction, 
it was necessary that they call the manager at Fargo, a Mr. Pool, and request him 
to wire the names of three Fargo architects to draw plans so that construction 
could be started immediately. 

There are at the present moment, living in these antiquated quonset huts, six 
doctors who have been promised by me and by yourself that something would be 
done to secure housing for them and, on those promises, some of them have stayed 
on. 

The job of securing the necessary medical personnel has been a continuous 
battle. As I know you and the Members of Congress will realize, you cannot 
expect a doctor to come from the East or the South to North Dakota and im- 
mediately plank down $15,000 to $18,000 for a home without any knowledge of 
how long he will be here. 

The division in Washington in charge of these projects does not take into con- 
sideration, as far as the Fargo installation is concerned, the problem that we have, 
although they are well aware of it. The passage of your bill, and then seeing that 
the will of Congress is carried out and not tied up by technicalities within the 
Veterans’ Administration or the Bureau of the Budget with a direct appropriation 
from Congress for this specific project, would be mandatory and not be subject to 
the Bureau of the Budget. 

I think I am in a position to see these things because I have been department 
adjutant of the American Legion of North Dakota since 1919. I assisted in the 
development of the program for hospitals and have worked with the managers of 
the Veterans’ Administration in North Dakota and in Washington since the first 
Administrator, Chalmer Jones, down to the present Administrator. 

I have every confidence in the fairness of the Members of Congress, knowing 
the majority of the Members of the Senate, prrsonally, and, as you know, I would 
not be for any recommendation that I do not think is necessary and justifiable and 
could not be done easily. That part of the central office of the Veterans’ Adminis- 
tration which knows very well the needs of this institution and yet comes up with 
the old story that it is the policy not to provide housing for other than the 
manager, chief medical officers, and engineer know that that policy does not apply 
to North Dakota, nor do they follow that policy in other parts of the country. 

We have one of the finest hospital units in the country. When central office 
cut the bed allocation, we proposed the use of the old building for the regional 
office, as this is a combined facility and, after some difficulty and a lot of prodding, 
we convinced central office that they could save $55 5,000 a year in rent downtown 
by moving the regional office to the present hospital. 

So, ours has been one of continuous cooperation with the Veterans’ Administra- 
tion, locally and in Washington, to the end that no funds be wasted, but that 
adequate provisions be made for the men who served their country in time of 
extreme emergency, and North Dakota had more than its share. 

We have been successful in securing outside funds of over $10,000 to provide a 
meeting room and study room for the doctors, providing air conditioning in the 
room, equip it with chairs and picture equipment, so that it can be used in meetings 
of not only doctors in the Veterans’ Administration, but, also, those in Fargo on 
a part-time basis. Many other items were also provided which would make it 
just a little easier for the patients and the personnel at the hospital. 
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I certainly wish you every success in your efforts to secure this appropriation, 
to the end that we might be able to serve the veterans in this territory in a way 
that they are entitled to be served. 

With kindest personal regards, I am, 

Sincerely yours, 
Jack Wi.uraMs, Department Adjutant. 





VETERANS OF ForREIGN WARS OF THE UNITED STATEs, 
DEPARTMENT OF NortH Dakota, 
Fargo, N. Dak., May 2, 1988. 
Hon. Mitton R, Youne, 
United States Senator, 
Senate Office Building, Washington, D. C. 


Dear Sir: I am enclosing herewith the original and one copy of a resolution 
which was adopted at the 10th district convention of this department, held at 
Casselton, N. Dak., on Sunday, April 27, 1958. 

This resolution concerns the living quarters provided for the doctors and 
nurses at the veterans hospital here at present, and I can personally assure you 
that the request for new and more adequate quarters is well founded. 

Outside of the 5 quarters provided by the Administration for 5 top officials, 
the other living quarters provided for the doctors and staff nurses are strictly 
quonset huts, and their usefulness ended several years ago; they actually represent 
an eyesore on the grounds of our Veterans’ Administration center. 

Your help is sincerely solicited in effecting the request contained in the enclosed 
resolution. 

Very truly yours, 
Frep G. JorDAN. 


RESOLUTION—ADDITIONAL HowusinG For Doctors, VA Center, Farao, N. Dak. 


Whereas a serious problem in proper staffing of the Veterans’ Administration 
hospital in Fargo, N. Dak., continues to exist because of the difficulty in obtaining 
the necessary medical personnel; and 

Whereas the average daily patient load of this hospital has steadily risen from 
98 in 1954, when a critical shortage of doctors was experienced, to 118 in 1955, 
149 in 1956, 178 in 1957, to the present 179, and it is certain that the number 
of veterans in this area requiring hospitalization will continue to increase and 
replacement of medical personnel will be needed; and 

Whereas this hospital is located in an area of the United States where there is 
a definite shortage of medical personnel and the problems of recruiting are 
extremely difficult; and 

Whereas it has become evident that many of the promising young doctors, 
who expressed an interest in associating with this hospital, immediately lost 
their interest upon being shown the living quarters that would be available to 
them, and that the availability and suitability of living accommodations on the 
station is a prime consideration in medical personnel accepting employment at 
this hospital; and 

Whereas the quonset-type huts presently available and being used as quarters 
for medical personnel were built in 1948 under a plan which provided that they 
would be in use for only 3 years, and have long since become outmoded, dilapi- 
dated, ill looking, hazardous, unsuited to severe weather conditions, and econom- 
ically wasteful to repair and maintain; and 

Whereas the housing situation in the city of Fargo continues to be acute because 
of the recent destructive tornado; and 

Whereas we feel the ready availability of doctors and key nursing personnel 
on the station to meet emergency situations, and especially when winter weather 
conditions have been severe, has proved of inestimable value to the operation 
and maintenance of the service in the hospital; and 

Whereas we believe that, in order to attract new doctors to come to this hospital 
and then to stay, it is essential that suitable and adequate living quarters be 
provided on the station: Now, therefore, be it 

Resolved by the 10th District Convention, North Dakota Department of the Veterans 
of Foreign Wars of the United States, assembled at Casselton, N. Dak., this 27th 
day of April 1958, That we hereby go on record as requesting and urging the 
Administrator of Veterans’ Affairs and the Congress of the United States to 
authorize and provide necessary funds for the construction on the grounds of 
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the Veterans’ Administration center, Fargo, N. Dak., of a minimum of 3 addi- 


tional duplexes for the housing of doctors and 1 building with 4 units for the 
housing of staff nurses. 


Adopted by unanimous vote of the delegates present at this convention. 


Oswaup V. BAKKE, 
Hillsboro, N. Dak., Cikaiaisihdioe of the 10th District, VF W of North Dakota. 


Frep G. JoRDAN, 
Fargo, N. Dak., Adjutant of the 10th District, VF W of North Dakota. 


ESTIMATED COST 


Senator Dirksen. Senator Young, is there an estimate of cost 
on that? 

Senator Younc. The nearest estimate I have is $350,000. I do 
not know what figure the Veterans’ Administration will have on that. 

Senator Dirksen. Mr. Whittier, has that come to your attention 
before? 

Mr. Wuirtier. There has been some discussion of it. Minot, 
of course, is an isolated hospital, similar to the one the doctor was 
discussing before. The point the Senator makes is well taken. It is 
difficult when hospitals are constructed in remote areas to get pro- 
fessional personnel there. This is a matter that has come under 
discussion. 

Dr. Mipp.eton. We are speaking now of Fargo? 

Senator Youna. Yes. 

Dr. Mipp.Leton. You have made your approach, Senator Young, 
for Minot, and that has been taken care of. This is a new proposal as 
to the housing at Fargo. 

Fargo is a larger city than Minot. It has very good professional 
support, as has Minot, The ordinary provision is five housekeeping 
quarters at our hospitals, Of course, I have visited the Fargo 
Veterans’ Administration Hospital and center. It is a very good 
station and very well staffed. You are quite right Senator, about the 
staff. 

Senator Youna. We think so, too. 

Dr. Mipp.eton. We have, of course, not favored broad extension 
of housing even though, as the Senator points out, it is a device to 
recruit better physicians. The reason for that is obvious when we 
consider that the Veterans’ Administration does not, as in military 
stations, give housing to all of its professional personnel. It has not, 
in principle, gone beyond the five units, as you know, which exist at 
Minot presently. 

Senator Younac. At Fargo presently? 

Dr. MippieTon. Yes, at Fargo presently. 

Senator Younac. They are using some of this old temporary housing. 

Dr. Middleton, The question of construction for nurses is a moot 
one. The experience within the Veterans’ Administration has been 
that nurses do not wish to live in assigned quarters, so we have had 
to transform those to other purposes, Senator Young, in recent years. 

Senator Youne. Of the two, which would you deem to be the most 
necessary, the doctors’ housing or the nurses’? 

Dr. Mripptetron. If you were making a choice, sir? 

Senator Youna. Yes. 

Dr. Mippteton. It would be physicians’ housing. 


Senator Dirksen. Mr. Whittier, is there anything else you wish 
to state? 
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Mr. Wuirrter. I just wish to thank you for my first appearance 
before this committee, and the kindness and courtesy you have 
extended to me. 

One thing I would like to reiterate is that on the matter of research, 
the VA’s only request is for the amount as appears in the budget which 
comes to you. 


Senator Dirksen. Well, we wish you all a successful endeavor. 
Thank you all, gentlemen. 


FEDERAL POWER COMMISSION 


STATEMENTS OF JEROME K. KUYKENDALL, CHAIRMAN; FRED- 
ERICK STUECK, VICE CHAIRMAN; WILLIAM R. CONNOLE, COM- 
MISSIONER; ARTHUR KLINE, COMMISSIONER; HENRY R. 
DOMERS, EXECUTIVE DIRECTOR; WILLARD W. GATCHELL, 
GENERAL COUNSEL; CARL T. KALLINA, CHIEF, BUREAU OF 
RATES AND GAS CERTIFICATES; RUSSELL C. RAINWATER, 
CHIEF ACCOUNTANT; MARION F. HETHERINGTON, DEPUTY 
CHIEF, BUREAU OF POWER; FRANK L. WEAVER, CHIEF, DI- 
VISION OF RIVER BASINS; J. KAY KINDSAY, DIRECTOR OF 
ADMINISTRATION; AND THOMAS F. CASHELL, CHIEF, DIVI- 
SION OF BUDGET AND FINANCE 


BUDGET ESTIMATE AND HOUSE ALLOWANCE 


Senator Dirksen. Mr. Kuykendall, we are glad to have you and 
your associates before the committee. 

I should observe that Senator Magnuson is detained on other com- 
mittee work, so, in that usually felicitous manner we have in the 
United States Senate, they designated a Republican to run this sub- 
committee, which is in keeping with the friendly spirit that prevails 
in the Senate. 

I note that your appropriation for last year was $5,666,000; that 
the budget estimate for 1959 is $6,385,000, with the House allowing 
you $6 million. So you are shy $385,000 of the budget estimate, 
which, percentagewise, I would think, is a rather substantial sum. 

I observe, also, that this was to be devoted to travel and to investi- 
gations. I would assume, offhand, that you are here appealing to 
the good nature and the charitable impulses of this committee for 
a restoration of $385,000. 


LETTER TO COMMITTEE 


May I say at this point I will also insert in the record your letter 
to the chairman of the committee dated April 2, 1958, indicating the 
changes that you have in mind, as well as a summary from your 
justifications. 

(The letter referred to follows:) 
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FEDERAL POWER COMMISSION, 


Washington, April 2, 1958. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommittee in Charge of the 


Independent Offices Appropriation Bill, 1959, 
United States Senate, Washington, D. C. 


Dear Mr. CuHarrMan: In reply to your inquiry of March 21, 1958, the Federal 
Power Commission would appreciate an opportuuity to appear before the sub- 
committee in charge of the independent offices appropriation bill for 1959. 

As passed by the House, the bill would reduce by $385,000, or some 45 percent, 
the additional amount requested by the Commission for fiscal year 1959. This 
action would seriously retard the Commission’s progress in disposing of its heavy y 
workload accumulation. The Commissin believes the restoration of these 
funds is required in the public interest. 

The following changes in the independent offices appropriation bill for 1959 as 
passed by the House, would be required: 

On page 7, line 23, delete $350,000” and insert ‘‘$400,000’’. 

On page 7, line 25, delete “$6,000,000” and insert ‘$6,385,000’. 

On page 8, line 4, delete the semicolon and insert a period, and in lines 4, 5, 
and 6 delete ‘‘Provided, That not to exceed $307,400 shall be available for investi- 
gations relating to Federal river development projects.” 

Sincerely yours, 
JEROME K. KuYKENDALL, 
Chairman. 
JUSTIFICATIONS 


Statement relating appropriation estimates to current appropriation—Salaries and 
expenses, Federal Power Commission 
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GENERAL STATEMENT 


Senator Dirksen. Would you like to present your statement? 

Mr. KvuyKenpatu. I would, Mr. Chairman. 

Mr. Chairman and members of the committee, the Federal Power 
Commission has requested an appropriation of $6,385,000 for fiscal 
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year 1959. The justification before you indicates that this is $855,000 

more than originally was appropriated for fiscal year 1958. Since we 
recently received a supplemental appropriation, the 1959 request now 
is $719,000 over the total approved for fiscal year 1958. Our budget 
presentation sets forth in detail the facts which we believe justify the 
increase. 

The House recently approved an appropriation of $6 million for 
fiscal year 1959. This is $385,000 less than the amount needed for 
work which cannot be deferred without serious detriment to the 
public interest. This committee should be informed of the effects of 
such a reduction upon the Commission's ability to carry out its re- 
sponsibilities and, in turn, the effects upon the public interest. 


WORKLOAD 


The non-Federal hydroelectric project activities workload is ma- 
terially affected by the number of hearings the Commission is required 
to hold. In past years relatively few hearings were required. Now, 
however, with the increased interest being shown in the development 
of waterpower sites, proposed new projects have been receiving more 
public attention and the demand for Commission hearings on applica- 
tions has increased substantially. Approximately 4 hearings a year 
can be handled with the present staff, whereas pending license appli- 
cations indicate that about 14 hearings cases a year should be held. 
This additional workload necessitates an increase of $194,800 in 1959 
in this activity. 

If the House reduction is allowed to stand we shall not have the 
manpower to hold at least five of the public hearings expected to be 
required by pending license applications. If the hearings cannot be 
held, the applications for construction of non-Federal hydroelectric 
projects cannot be acted upon by the Commission during fiscal year 
1959. In terms of the public interest this means, of course, that 
construction work may not be undertaken. The materials and equip- 
ment which would be required in such construction will not be manu- 
factured and the additional hydroelectric power will not be generated 
for electric utility use. In these circumstances the applicants for 
the projects may turn to other more expensive sources of power 
supply. These adverse economic effects are believed to be particu- 
larly undesirable at this time. 


TYPES OF APPLICATIONS 


Senator Dirksen. The applications are private enterprise, I take it? 

Mr. KuyYKkenpALL. Private enterprise and publicly owned local 
utilities. 

Senator Dirksen. I see. Normally, how long would it take to 
process one of those? Of course, it depends on the size of the record, 
and so forth. 

Mr. KuyKenpbALt. It depends on the disputes about them. If 
there is no opposition, we can process them without a hearing, fre- 
quently. But if there is any opposition, then there must be protracted 
hearings. 

Senator Dirksen. So in the money which was denied by the House, 
there would be involved investigators who are indispensable and 
carry on and process these applications 

Mr. KuyKenpatt. That is true. 
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REGULATION AND SURVEYS, ELECTRIC POWER INDUSTRY 


Manpower requested for the activity ‘Regulation and surveys, 
electric power industry,” is the same as provided for in fiscal 1958. 
The fact that no staff increase is being requested is in no sense an 
indication that the activity is decreasing in importance. On the 
contrary, the data and information obtained in work under this head- 
ing are basic to all the Commission’s work relating to electric power. 
Notably, they are needed in connection with the licensing of non- 
Federal hydroelectric projects, for which we are requesting additional 
funds for 1959. They are needed to comply with the requirements 
of section 311 of the Federal Power Act which directs that the Com- 
mission keep fully informed on all aspects of the electric power in- 
dustry, in order that it can discharge its own statutory responsibilities, 
furnish assistance to other Government agencies engaged in related 
activities, furnish information and assistance to the Congress itself 
upon request, and stand ready, as the only national depository of 
such material, to supply basic information and operational analyses 
needed by those entrusted with the Nation’s defense. 


REGULATIONS AND SURVEYS, NATURAL GAS INDUSTRY 


The activity “Regulations and surveys, natural gas industry,’ 
continues to be the Commission’s area of most pressing need. Our 
accumulation of independent producer certificate applications repre- 
sents more than 1 year’s work with the present staff, and our large 
carryover of pipeline certificate applications will increase by nearly 
15 percent during fiscal year 1958. It is the Commission’s objective 
to reduce progressively the accumulation of both independent. pro- 
ducer and pipeline certificate applications to a level equal to one- 
fourth of these filed in any 1 year. The increase in manpower re- 
quested for fiscal year 1959 would permit the Commission to attain 
this objective in 3 years, that is, during fiscal year 1961. 


EFFECT OF HOUSE ACTION 


If the Commission’s funds are reduced as proposed by the House 
we shall be able to process approximately 300 fewer certificate appli- 
cations than planned. Thus, in 1959 we would be able to make no 
progress toward reducing the large carryover of certificate applica- 
tions. It should be noted that our estimate of the number of applica- 
tions which would be received in fiscal year 1958 was substantially 
correct. We had expected to receive 1,200 independent producer 
certificate applications and over 900 had been received as of February 
28, 1958. We expected 500 pipeline certificate applications and had 
received 300 of them as of February 28, 1958. 

Senator Dirksen. This work, I take it, was considerably increased 
by the decision of the Supreme Court? 

Mr. Kuykenpatu. Yes. The Phillips Petroleum case brought on 
us all the certificate work involving the independent producers. Of 
course, we had the pipeline certificate work at all times since the 
passage of the Natural Gas Act. 

Delay in the processing of certificate applications results in delay 
of major construction expenditures by private industry. Not only 
is pipeline construction deferred but distribution companies defer 
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planned expansion of their systems and independent producers defer 
expenditures to increase their gas reserves. Thus, delay in acting on 
certificate applications, many of which ultimately will be granted, 
has an adverse effect on the economy of the country. Furthermore, 
the availability of natural gas, or additional supplies thereof, is of great 


importance to further economic growth and development of many 
local communities. 


PIPELINE AND INDEPENDENT PRODUCER RATE CASES 


The workload of pipeline and independent producer rate cases is 
unreasonably large in relation to the size of the staff of the Com- 
mission. Despite increases in manpower and productivity in recent 
years, the number of cases has risen so sharply that the carryover has 
reached alarming proportions. The total of pipeline rate cases rose 
from 51 in 1956 to 74 in 1957, and it is estimated that the number 
will rise to 83 in 1958 and 91 in 1959. This is an increase of 80 percent 
in this 3-year period. The receipt of 22 cases thus far in fiscal year 
1958 confirms our estimate of 30 for the full year. Corresponding 
figures for independent producer rate cases are 235 for 1956 and 441 
for 195 57, with 609 having been estimated for 1958 and 669 for 1959. 

It thus was expected that independent producer rate cases would 
increase 185 percent in this 3-year period. We now find that this 
estimate was far too low. In contrast with the 200 independent 
producer rate cases which we expected to receive during fiscal year 
1958, we received 584 in the first 9 months. In view of this unfore- 
seen surge in workload it is essential that the reduction made by the 
House be restored. I wish to emphasize that the substantial man- 
power increase being requested for 1959 for both independent producer 
and pipeline rate cases will not enable us to extinguish the backlog. 
The carryover anticipated at the end of 1959 will in itself constitute 
more than a 3-year workload for the larger staff requested. 


NATURAL-GAS RATE CASES 


The results of delay in processing natural-gas rate cases are serious. 
Many rates have been placed in effect, at the expiration of the periods 
for which they were suspended, subject to refund of amounts collected 
in excess of those which the commission finally determines to be justi- 
fied. Thus, consumers are frequently obliged to pay for extended 
periods, rates which are higher than they should be. The companies 
collecting these rates may be required to hold in reserve, not available 
for normal commercial use, moneys to provide for the possibility of 
refund. They are required to pay interest on any amounts they are 
ordered to refund. These uncertainties and hardships are not con- 
fined to the interstate pipeline companies. The numerous retail dis- 
tribution companies taking gas from the pipelines are similarly 
affected. Delay in the closing of rate cases has an adverse effect on 
the consumer and the regulatory process. It creates hardships for the 
industry, and adds to the cost of regulation. 

The amount by which the House reduced our requested appropri- 
ation is so great that, if every dollar of the increase allowed were 
applied to gas work, it still would mean a reduction of about 30 percent 
in the increase requested by the Commission for gas work. 
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FEDERAL PROJECTS INVESTIGATION AND REGULATION 


The activity Federal projects investigation and regulation is being 
reduced by 4 man-years in 1959. We propose to use 2 of these man- 
years on licensed project accounting and 2 man-years on the enforce- 
ment of uniform accounting in the natural-gas industry. 


ACCOUNTING WORK 


As the committee members may recall, certain phases of the Com- 
mission’s accounting work, especially licensed project accounting, 
are seriously in arrears. We have not requested a more substantial 
increase in manpower for this work because qualified accounting 
personnel is still extremely difficult to obtain, and not because we 
think this work is of secondary importance. The minor adjustment 
proposed will enable us to examine more critically each process we 
are performing in our accounting work to insure that we eliminate 
any processes which are not absolutely essential, and that we obtain 
maximum productivity from the manpower we have. 


LITIGATION WORKLOAD 


Our litigation workload, which is not limited to any one of these 
major activities, continues to increase. At present the Commission 
has 40 cases in courts of appeals and 3 cases in the Supreme Court. 


SALARY INCREASES 


I would like to mention two other matters. First, the Commission’s 
staff includes a substantial number of engineers who recently received 
salary increases by virtue of action of the Civil Service Commission. 
This action occurred after preparation of the 1959 budget. The 
salary increase for engineers will cost approximately $120,000 in 1959 
over and above the amounts requested in the budget before you. 

Senator Dirksen. How do you propose to meet that? 

Mr. Domers. We hope that the Bureau of the Budget will permit 
a request for a supplemental at the proper time. This same problem 
faces many other agencies, Senator. 

Senator Dirksen. This is $120,000 over and above the $385,000 
in the reduction? 

Mr. Domers. Yes, sir. 

Senator Dirksen. So even if the $385,000 were restored, you would 
still be compelled to secure a supplemental appropriation? 

Mr. Domers. Yes. In addition to that, Senator, just the other 
day the Civil Service Commission issued an order affecting geologists 
in the same manner, so that we will be faced with a similar situation 
insofar as our geologists are concerned. The amount will not be 
anywhere near the amount involved insofar as the engineers are 
concerned. 

Senator Dirksen. Will any of that accrue in fiscal 1958 or only in 
in 1959? 

Mr. Domers. It will be effective in June. 

Senator Dirksen. So actually, to be even with the board, you would 
have to have $385,000 plus $120,000 to meet the problem? 

Mr. Doers. Plus the additional amount for the geologists 
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Senator Dirksen. The $385,000 will account for how many per- 
sonnel and their incidental expenses? 

Mr. Domers. I beg your pardon? 

Senator Dirksen. The $385,000 will take care of how many 
personnel? Would you actually have to cut back from your present 
personnel levels? 

OPERATIONS UNDER REDUCTIONS 


Mr. Domers. No. The loss of $385,000 will permit us to operate 
during the fiscal year 1958 at the level of June 30, with the supple- 
mental that we have just received. In other words, we will staff up 
between now and June 30 with this supplemental and then have 
sufficient funds to carry that personnel forward for the fiscal year 1959. 

Senator Dirksen. Except that your backlog will increase. 

Mr. Domers. That is right. 

Mr. KuykeNDALL. Second, the possibilities of recruitment have 
changed somewhat since we last appeared before you. In recent 
years the Commission has not always requested funds for staff in- 
creases fully commensurate with workload increases because we simply 
could not find that number of qualified people, and because our 
facilities would permit the recruitment and training of a relatively 
limited number. However, the labor market has eased somewhat 
and we are confident that we can effectively use the full amount 
requested for fiscal year 1959. With this improvement in the per- 
sonnel situation, we believe it would be directly contrary to the public 
interest to let our workloads further accumulate when they can and 
should be disposed of to the extent provided in the Commission’s 
1959 budget. 

I have’ spoken at some length because Commissioners Digby, 
Stueck, Connole, Kline and I feel so strongly that the $385,000 reduc- 
tion made by the House should be restored. Beyond question the 
Commission’s workload exceeds that which can be handled with the 
present staff, and even with the full increase requested for fiscal year 
1959 we will be unable to reduce our natural gas rate case workload 
and it will be 3 years before we can handle gas certificate work on a 
current basis. 

IMPROVEMENT IN INTERNAL OPERATIONS 


In closing, I would like to point out that we have been improving 
and will continue to improve our internal operations. Here are a 
few examples of our increased efficiency. 

1. In 1956 our output of certificates of public convenience and 
necessity (excluding grandfather certificates) averaged 12.3 per man- 
year. This was increased to 14.3 per man-year in 1957. 

Gas rate filings were processed at a rate of 117 per man-year in 
1956. We have been able to increase this to 152 per man-year in 
1957. However, this increase in productivity, was due in part to 
voluntary overtime of staff members and to a large influx of similar 
rate increase filings of producers selling gas to a single, large pipeline 
company. 

Between 1956 and 1957 we increased our productivity in the 
handling of natural gas rate cases by about 10 percent per man-year. 

During fiscal years 1948 through 1953, we expended for adminis- 
tration an average of 1 out of every 8 man-years available to the 
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Commission. We now are expending only 1 out of every 10%. The 
figures projected for 1959 are 1 out of every 12. This is an improve- 
ment of approximately 50 percent. 

5. An ever-increasing part of our manpower is being brought to bear 
on the processing of applications for licenses, applications for certif- 
icates of public convenience and necessity, rate filings, rate investiga- 
tions and allied matters. During fiscal years 1948 through 1953 an 
average of only 51 percent of our manpower went into these functions. 
This year we estimate that the figure will be 67 percent. For fiscal 
year 1959 we have projected the use of 71 percent of available man- 
power on these basic functions. 

This concludes my general statement. We are ready to answer any 
questions you may have. 

TOTAL PERSONNEL 


Senator Dirksen. Mr. Kuykendall, what is the total personnel of 
the FPC now? 

Mr. KuykenbDALL. Just slightly over 700, about 712. 

Senator Dirksen. With the growth of the country, of course, you 
anticipate that there will be a growth in the business of the Federal 
Power Commission? 

Mr. KuyKkenbatu. Yes, we do. 

Senator Dirksen. Is the Commission so organized that they can 
use personnel over and above what the $385,000 would provide? 

Mr. KuyKENDALL. Senator, we could use a great deal more person- 
nel than we are asking for, but we have trouble in getting personnel 
that are qualified to do our work. We have not put on a crash program 
asking Congress for money which would be spent poorly. As I stated, 
now we think the labor market has improved, and we are confident 
that we can hire competent people with the money that we are asking 
for. We would ask for more if we thought we could do more. I think 
we are fairly conservative, but I believe it is liberal enough in that if 
we get this money, we probably could not wisely spend much more 
than that, if any. 

Senator Dirksen. It has always occured to me that it is a distinct 
disservice of the Government to deprive the people whom it supposed 
to serve, and not be reasonably current with its work, when they spend 
their time, money and energy to file applications under these various 
functions that you articulate, and come down here and try to get 
something out of the way so that they can go back and invest their 
money. It looks pretty shortsighted to me. 

I would gather from all of the applications you state are pending 
now in these various fields of activity, that the criticism that you 
occasionally hear that you are out on a fishing expedition certainly 
would not hold water. 

Mr. KuykenpDALL. We cannot now organize any voluntary fishing 
trips. We are too busy taking care of the work that is thrust on us 
right now. 

PIPELINE RATE CASES 


Senator SALTONSTALL. We are at the end of the line, New England. 
I do not want to repeat what the chairman may have asked, but on 
page 4 of your prepared statement you point out the number of pipe- 
line rate cases that you now have. Does that not mean that we in 
New England, who are at the end of the line of the natural gas, will 
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get less gas because we are holding up so many of these pipeline 
applications? Do those two things go together? 

Mr. KuyKenpatu. I don’t believe they do, Senator. I don’t 
believe your geographical location necessarily would determine the 
quantity of gas you get. 

Senator SALTonsTALL. If you forget the location, there will be 
more natural gas going through pipelines if some of these applications 
are approv ed, ' would there not? 

Mr. KuyKenpDALL. That is true. 

Senator SALTONSTALL. So there would be more natural gas in the 
system if these natural gas applications are acted speedily upon? 

Mr. KuyKkenpba.u. That is correct. 

Senator SatronsTauu. And if there is more gas, it may be cheaper. 

Mr. Kuykenpatu. Yes. If we could get the facilities built that the 
industry is willing to build, and get the producers certificated for the 
gas they are willing to sell, it would tend to level off or equalize 
demand and supply somewhat, and ought, in the long run, to bring 
about cheaper gas for the public. 

Senator Dirksen. Is it your experience that the demand for gas 
for domestic purposes, both industrial and for consumers household 
purposes, will steadily increase? 

Mr. KuykeEnpaAL.t. I believe it will, as long as our population in- 
creases. It is the best fuel. People want the best, if they can get it. 


UNFILLED APPLICATIONS FOR GAS 


Senator Dirksen. I think of a statement that I saw in the Chicago 
Daily News, I believe yesterday, by the Governor of Illinois. I be- 
lieve his estimate was that there are 500,000 households out there 
equipped for gas who cannot get gas. Of course, they are shrieking to 
high heaven. 

Mr. KuyKkeEenpDaALt. Yes, I think that is a pretty accurate figure for 
the Chicago and northern Illinois metropolitan area. 

Senator Dirksen. I believe that is the story. 

Our distinguished chairman has been detained in the Commerce 
Committee. 


PAYMENT FOR BENEFITS FROM STORAGE PROJECTS 


Senator MaGNnuson (presiding). The Senator from Oregon posed a 
question to me, and he has written me a lot of letters about it, con- 
cerning subsection 10 (f), which provides for the computation of pay- 
ment for downstream benefits from upstream storage projects. 

Did you ask or request funds to have more personnel to do that 
work? 

Mr. KuyKENDALL. I am sure we did. 

Mr. Weaver. The funds asked, Senator, for this work for 1959 are 
the same as we had this year, 6.7 man-years, with no increase. 

Senator Magnuson. And you got that amount from the budget? 

Mr. KuyKENDALL. Yes, sir. 

Senator MaaGnuson. So there is no cut in the personnel for that 
work from last year? 

Mr. KuykenDA.u. That is right, sir. 
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AMORTIZATION RESERVE FUNDS FOR SURPLUSES 


Senator Macnuson. The second question is on the funds for per- 
sonnel to enforce section 10 (d) of the act, which, of course, requires 
the licensees to set up amortization reserve funds from any surpluses 
earned after the first 20 years of operation. You are all familiar with 
that section. But apparently the FPC informed him after he wrote 
them that the budget had been insufficient to enable them to carry 
out the provisions of this section. Is that correct? 

Mr. Rainwater. Yes, it is insufficient at the present time to carry 
out all of our responsibilities under that section; yes, sir. 

Senator Maanuson. On the question of reviewing those licensees 
and the amortization reserve fund? 

Mr. Rainwater. It is a study of the excess earnings, if any, that 
the individual licensee is or may be experiencing. 

Senator Macnuson. I remember last year we suggested that you 
speed up that study or continue with it. 

Could you submit for the record just how short you are and if you 
could possibly use some small additional personnel to keep that 
moving? 

Mr. Ratnwater. Yes, sir. We have asked for only—— 

Senator MaGnuson. Or would that be included in the increase? 

Mr. Rainwater. It is not included in the increase at the present 
time. There is only 0.4 man-years provided for that activity. 

Senator Maanuson. Get into the record what you might be able 
to use. 

Then I would like to place in the record, I think, again along the 
lines you were speaking of, Senator Saltonstall, a letter from the 
Minneapolis Gas Co., which points out the number of applications 
on gas rate increases in front of the Commission. Approximately 
1,220 applicants for rate increases filed for producers which had been 
suspended are currently being investigated by the staff in preparation 
for hearing. They are not critical of the power commission. 

They point out, Senator, as you pointed out, that they feel they 
should have more people to be able to do this work so that the public 
will get a better job in the long run. 

(The document referred to follows:) 

MINNEAPOLIS Gas Co., 


Minneapolis, Minn., May 1, 1958. 
Hon. WARREN G. MAGNUSON, 


Member, Appropriations Committee, 
Senate Office Building, Washington, D. C. 

Dear Senator: May I respectfully call to your attention the pending request 
of the Federal Power Commission for the funds needed to operate its depart- 
ment for the fiscal year commencing July 1, 1958. The Bureau of the Budget, 
reviewing the request of the Commission, recommended the sum of $6,385,000. 
This represents a cut of approximately $500,000. 

I am advised that the cane committee has further reduced the amount by an 
additional $385,000. In other words, the original request of Federal Power 
Commission has been pared by the Bureau of the Budget and the House Appro- 
priations Committee by almost $890,000. 

The bill, as I understand it, is presently pending before the Senate Committee 
on Appropriations. May we respectfully request that you give this matter your 
earnest consideration, and we hope that you will be favorably disposed to assist 
in having the allowance increased to at least the amount suggested by the 
Budget Bureau. 

In support of this request, I wish to advise that as of March 31 of this year 
there were pending before Federal Power Commission 53 applications for rate 
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increases made by natural gas pipeline companies. These have been suspended 
and will be heard by the Commission some time during the calendar year. In 
addition, there are approximately 1,220 applications for rate increases filed by 
producers which have been suspended and are currently being investigated by 
the staff in preparation for hes uring. As you can well understand, the workload 
created by these rate increase applications is tremendous. 

While we have had our diffe ‘rences with Federal Power Commission, it is a 
duly constituted authority, created by an act of Congress. There are many 
earnest and devoted people on the staff who are rendering a great public service 
in protecting the ultimate consumer of gas. Adequate funds should be afforded 
them in order that they may properly carry out the duties imposed upon them 
by law. 

We sincerely hope that you will give this matter your most earnest and favor- 
able consideration. 

Very truly yours, 
G. T. Mutuin, President. 


MINNEAPOLIS Gas Co., 
Minneapolis, Minn., May 9, 1958. 
Hon. Epwarp J. Tuys, 

Senate Office Building, 

Washington, D. C. 


DEAR SENATOR: Supplementing our prior statement to you with reference to 
pending appropriations request of Federal Power Commission, I am forwarding 
to you herewith several copies of a short statement which may be filed with the 
committee at the time the appropriations are being considered. 

We received news yesterday that Northern Natural Gas Co., our supplier, will 
file an application for a seventh rate increase. The pending sixth rate increase 
application was made in February of 1957 and became effective under law in 
August of 1957. It has been collected under bond since that date. We had 
assumed that the matter would surely be heard prior to the present date. We are 
now confronted with a statement by Northern Natural Gas Co. that they will 
request the Commission staff to meet with all parties as of June 1, 1958, concerning 
Northern’s rate picture. 

The last paragraph of their communication advises us that, on May 27, North- 
ern will file a seventh rate increase application. If this is superimposed upon us 
without hearing, we will be in a difficult position indeed. 

I advise you of these developments in order that I may point up the importance 
of the needed appropriation for Federal Power Commission. 

With warm personal regards, I am, 

Cordially yours, 
GERALD T. MULLIN. 


STATEMENT REGARDING APPROPRIATIONS FOR THE FEDERAL POWER COMMISSION 
FOR THE FiscaL YEAR BEGINNING JULY 1, 1959 


The delay in processing rate increase filings and certificate applications by 
natural-gas companies is reaching alarming proportions. The effective regulation 
required by the Natural Gas Act could be effectively thwarted by inordinate 
delays in administrative procedure. 

The House has recommended a budget of $6 million. The Bureau of the 
Budget has recommended an allowance of $6,385,000. We urge the Senate to 
appropriate at least the amount recommende d by the Bureau of the Budget, 
which is itself less than the figure requested by the Federal Power Commission. 

Aside from the all-important rate increases on file with the Commission, the 
fact is that the accumulation of independent producer certificate applice tions 
under section 7 of the act represents at the present time more than a year’s work 
with the Commission’s present staff. There is also a considerable carryover of 
pipeline certificate applications, which it is anticipated will increase during this 
and next year. 

In connection with rate increase filings by pipeline companies, the recent 
history of our own supplier, Northern Natural Gas Co., is evidence of the ne cessity 
for accelerated administrs itive procedure in order that the distributing companies 
may know the definite cost of gas at the city gate. A sixth rate increase filing was 
made by Northern in February 1957, becoming effective in August of 1957. This 
has not yet been reached for hearing. However, Northern Natural Gas Co. has 
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just announced that it will file its seventh rate increase application on May 27, 
1958. 


It is our information that the Commission estimates that, with the increased 
manpower requested for the new fiscal year, the anticipated carryover at the end 
of 1959 will still constitute a 2-year workload for the larger staff. It is apparent, 
then, that on this basis the natural-gas administration as required by the Natural 
Gas Act cannot be placed on « current basis for several years to come. 

This situation is not in the interest of the consumers of natural gas in the 
United States. 


GERALD T. MULLIN, 
President, Minneapolis Gas Co., Minneapolis, Minn. 


REQUEST FOR ENGINEERS DISCUSSED WITH BUDGET BUREAU 


Senator Dirksen. Mr. Kuykendall, has the request for $120,000 
for engineers been submitted to the Budget Bureau? 

Mr. KuykenpbALL. There have been discussions with them, and 
I think the Budget Bureau’s program will be to pick up all of those 
engineers’ increases in 1 parcel and submit them in 1 supplemental 
appropriation. 

Senator Dirksen. When did those become effective? 

Mr. KuyKEnNDALL. Those become effective at the latter part of 
December last year. 

Senator Dirksen. So whatever is done will have to be retroactive 
under the Commission’s order? 

Mr. KuykenpDALL. That is true. 

Senator Dirksen. I wondered whether it has been submitted and 
whether it was being handled as a composite item. 

Mr. Kuykenpauu. Yes. That is our understanding. We men- 
tioned it here, but we are not asking for that money, because we 
believe that the Bureau of the Budget will ask for all of the amount 
for all agencies within one supplemental request. 

Senator Dirksen. It is quite within the purview of this committee 
to consider it, but if budget has other ideas, and that is agreeable, 
obviously we will not in any way discommode their approach to the 
matter. 

Mr. Kuykenpa.u. They haven’t advised us definitely, but since 
they have asked us to submit it, I believe we are probably reasonably 
safe in assuming that they are going to care for it in the way I suggest. 

Senator Dirksen. Is there anything you or your distinguished 
associates would like to offer for the cause? 


MEMORANDUM ON SECTION 10 (D) 


Mr. Domers. We have a statement here which Mr. Rainwater had 
prepared covering the question on section 10 (d). 
(The document referred to follows: ) 
APRIL 15, 1958. 


Stratus oF COMMISSION DETERMINATIONS AS TO Excess EARNINGS OF LICENSED 
PROJECTS 


In accordance with section 10 (d) of the Federal Power Act, a portion of the 
earnings by a licensee in excess of a specified rate of return on its net project 
investment after the 20th year of operations must be set up in a special amortiza- 
tion reserve which will be applied in the event of recapture to reduce the price 
at which the Federal Government could take over the project at the expiration 
of the license. The current standard license provisions provide that the amounts 
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to be set up in the amortization reserve should be one-half of any return over 
6 percent per annum. 

As of April 1, 1958, there were 89 projects that had reached the amortization 
period; however, 27 of these projects had had less than 1 year’s operations beyond 
the 20th year, leaving 62 as to which Commission determinations are now 
necessary as to whether the licensee has experienced any excess earnings. 

As of April 1, 1958, there were 39 licensees that had operations of 10 years or 
more awaiting Commission determinations as to any excess earnings. As of the 
same date there were 14 licensees with operations of 5 years, but less than 10 
years, also awaiting Commission determinations as to any excess earnings. As 
to the remaining 9 licensees, operations of 1 to 3 years are involved. 

Before describing the Commission’s work on excess earnings or what is called 
amortization reserve studies, it is necessary to understand that all of the Com- 
mission’s licensed project accounting work is greatly in arrears and that this 
situation is of long-standing duration. This has been due to lack of accounting 
staff members to carry on the various phases of the Commission’s work. Because 
of the urgency of completing rate-case applications within the statutory period 
there have been shifts, from time te time, of accountants from licensed project 
work to rate work, causing the former to fall greatly behind. The Commission 
recognizes it is highly desirable that this situation be corrected as soon as possible 
in the future. 

The Commission has made only one formal determination as to excess earnings 
of a licensee on project investment. This was the case involving the hydro- 
electric powerplant at Niagara Falls, N. Y. The Commission’s order in that 
case, issued September 27, 1950 (9 F. P. C. 228), was reviewed by the United 
States court of appeals which required the Commission to modify its order in one 
respect (202 F. 2d. 190; 347 U. S. 239). The licensee, pursuant to the Com- 
mission’s order as finally issued, was required to set aside $515,432.04 in an 
amortization reserve for the period of its operations for roughly 5 years ended 
December 31, 1946. 

The licensees first became subject to the amortization requirements in 1941 
which marked the completion of the first 20 years of operations. During the 
World War II period no work on amortization reserve studies was initiated 
because of the general unavailability of technical staff. The work on the Niagara 
Falls project was started following the close of the war and was completed in 1950. 
During 1950 and 1951 fieldwork was started and completed on amortization 
reserves of three projects of Alabama Power Co. The latter cases are still pending 
and are presently the subject of conferences looking toward a settlement. 

Due to the heavy pressure of rate work resulting in lack of staff, all work on 
amortization reserve studies was suspended in August 1951, and was not resumed 
until August 1956. Since the latter date studies have been initiated on 11 
projects of which 2 have been completed and 9 are in progress. As of the present 
date a staff of only 10 people is assigned to these studies. Of these 10 staff 
members, 3 have been reassigned from initial cost work, and 7 are new employees. 
The transfer of the 3 emplovees from initial cost work reduces the rate of progress 
on that activity which also has a substantial backlog. 

The staff presently assigned to the amortization reserve studies is woefully 
inadequate. The present backlog is approximately 85 man-years. In order for 
the staff to keep abreast of current work, holding the backlog at its present level, 
an increase of 15 staff accountants and engineers is needed. The budget request 
for fiseal year 1959, if granted in full, will provide for an addition of only four- 
tenths of | man-year for this work. The additional funds which would be required 
to provide for 15 additional staff members for this work would approximate 
$60,000 for fiscal year 1959, represented by $45,000 for personal services and 
$15,000 for travel, this estimate being based on the assumption that the recruiting 
of this staff would extend throughout the year and the 15 employees would be on 
the payroll for only one-half of the year on the average. 

The staff continues to seek to make improvements in methods of preparing 
the reserve studies. As these studies have progressed it has been found that 
certain procedures could be modified and others eliminated. As a result the 
studies are now taking approximately 20 percent less time than when first started. 

The staff is utilizing the conference method in arriving at settlements with the 
licensee in order wherever possible to avoid time-consuming public hearings. 
Conferences looking toward settlements are expected to be held during the next 2 
weeks with licensees of 5 projects. 

In spite of continued efforts by the staff to improve its methods of making 
the reserve studies, it is evident that additional staff is badly needed. Without 
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additional staff it is impossible to keep abreast of the current work even without 
effecting a reduction in the present substantial backlog. The present budget 
request does not make provision for this needed addition to the staff. 


COST OF PROCESSING APPLICATIONS 


Senator Dirksen. Has anything by way of a survey ever been 
undertaken to show just what the cost from the moment an applica- 
tion arrives in the Federal Power Commission until it is completely 
processed, and out of your hands? I am thinking, for instance, of 
the long hearings we had before the Judiciary in the survey of the 
Idaho powerplant. I believe that was an 18-month affair, or something 
like that, with a 20,000 page records. It certainly would be interest- 
ing sometime to detail somebody and make a case study of just an : 
average project, not too small and not too large. ) 

Mr. Domers. They vary from one end of the pole to the other. 
But we certainly can make such a study. 

Senator Dirksen. | am certain they do. But I do not believe 
Congress or anyone else has a fine eye as to how much they cost in 
terms of manpower, travel, and so forth. This has become something 
important to me, because when we took hearings over the years on 
the Tax Court, they would come up and say “Look, we have cases 
pending here that have been pending for 15 or 18 years.”’ 

That is pretty nearly unconscionable for any Government to permit 
to exist. 

Well, gentlemen, if there is nothing further, I believe we have to 
go up and answer a live quorum call. 

Thank you very much. 

Senator MaGnuson. We will be glad to hear from the Federal 
Renegotiation Board very quickly. 

The Securities Exchange Commission can also stay if they want to. | 

j 


FEDERAL RENEGOTIATION BOARD 


STATEMENTS OF THOMAS COGGESHALL, CHAIRMAN; LAWRENCE 
E. HARTWIG, BOARD MEMBER; DONALD ROSS, BOARD MEM- 
BER; RUSSELL A. STUART, BOARD MEMBER; ARTHUR R. CAMP- 
BELL, BOARD MEMBER; HOWARD W. FENSTERSTOCK, GENERAL | 
COUNSEL; ROBERT F. HAGGERTY, DIRECTOR OF ADMINISTRA- | 
TION; PAUL T. SEMPLE, DIRECTOR OF ASSIGNMENTS; AND 
MISS ELFRIEDA EGBERT, BUDGET ANALYST 


LETTER TO COMMITTEE | 


Senator MaGnuson. Go right ahead, Mr. Coggeshall. 

Mr. CoaccrsHautu. Mr. Chairman, I have a short statement. 

Senator Maanuson. And you have sent a letter to the committee 
which we will put into the record in full. 

(The letter referred to follows: ) 
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THE RENEGOTIATION Boarp, 
Unitep States or AMERICA, 


Washington, D. C., April 1, 1958. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill for 1959, 
United States Senate. 


Dear SENATOR Macnuson: This will acknowledge your letter of March 21, 
1958, in which you inquire whether any changes are required, in the public 
interest, in the independent offices appropriation bill for 1959 which had just 
been reported to the House and which has been passed since your letter was 
written; also, whether this Board desires a hearing for that purpose. 

The Renegotiation Board believes that by continued economy in operations 
the expected workload for fiscal 1959 can be processed under the House Com- 
mittee on Appropriations recommendation of $2,850,000. No further reduction, 
however, can be made without seriously delaying and impairing its program. 

Assuming that the Senate Appropriations Committee will concur in the figure 
of $2,850,000, the Board believes that a hearing before your committee may be 
waived. However, if any further reduction is contemplated, I will appreciate 
your granting the Board such hearing. 

Respectfully yours, 
Tuomas CoGGESHALL. 
Chairman. 


HOUSE REDUCTION 


Mr. CoaGesHa.u. The statement is as follows: 

The Renegotiation Board is pleased to appear in support of its 
budget estimates for the fiscal year 1959. 

When this legislation originated in the House, the Board requested 
an appropriation of $2,900,000. That request was cut $50,000 by the 
House. We come here today with a sense of distinct urgency to 
impress upon you our deep conviction that no further reduction can 
be made without seriously undermining the pace and efficiency of 
the Board’s operations. 


ASSUMPTION GOVERNING ORIGINAL REQUEST 


The $2,900,000 estimate submitted to the House Committee on 
Appropriations was prepared on the assumption that the Renegotia- 
tion Act of 1951 would terminate on December 31, 1958. Shortly 
thereafter, however, the President recommended that the act be 
extended ‘‘in the interest of holding procurement costs to a minimum” 
in the execution of our expanded and intensified national-defense 
program. Legislation has since been introduced, and is now pendin 
in the House, to extend the coverage to the act for 2 additional 
years, from December 31, 1958, to December 31, 1960. 

Under date of April 1, 1958, responding to the invitation of your 
chairman to appear before your subcommittee I expressed the belief 
of the Board that by continued economy in operations our expected 
workload for fiscal 1959 could be processed with a fund of $2,850,000. 
This opinion was offered hopefully, but not without serious apprehen- 
sions that, with our increasing defense procurement activity, the 
Board may be unable to carry out its statutory responsibilities 
properly and maintain an adequate organization with such funds. 
Should this prove to be so, the Board will have no recourse but to 
request a supplemental appropriation. 

The Board’s expenses have always been small in relation to the 
benefits derived by the Government from renegotiation. From its 
organization late in 1951 through December 31, 1957, the Board made 
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———— or orders determining excessive profits in the total amount 
of $652,900,300, before Federal tax credit. 


RECENT BUDGET FIGURES 


By the way, I have brought the figures up to December 31, 1957 
In the budget, they were as of June 30, 1957, but we thought you 
would like them brought up to date this way. 

Interim prepayments, and agreements and orders in process as of 
that date, amounted to $62,915,714. In addition, voluntary refunds 
and price reductions amounting to $737,243,472 were disclosed in 
renegotiation proceedings with assigned contractors. Thus, the total 
amount of recoveries and price reductions directly attributable to the 
existence and influence of the renegotiation law, from the inception 
of the Board through December 31, 1957, aggregated $1,453,059,486. 
During the same period the administrative expenses of the Board 
totaled $25,105,225, or 1.7 percent of such savings. Both totals have 
shown comparable increases to the present date. 


RECENT AMENDMENTS 


When the act was last extended through December 31, 1958, it was 
amended in several important respects. Chief among these was the 
provision, applicable to fiscal years ending after June 30, 1956, in- 
creasing the minimum amount prescribed for renegotiation from 
$500,000 to $1 million. One year ago, in my statement before this 
subcommittee, I stated that this change was not expected to bring 
about any substantial decrease in refunds, since most refunds have 
come from contractors whose renegotiable sales exceeded $1 million. 
Board activity under the new floor to date confirms our original 
anticipation. 

The principal item in the operating costs of the Board represents 
salaries. Consequently, the Board’s steady lowering of its operating 
costs has been accomplished mainly by reductions in personnel. The 
average number of employees in the Board was 716 in 1954, 593 in 
1955, 492 in 1956, and 438 in 1957. For fiscal 1958, average employ- 
ment is estimated at 342, and for fiscal 1959 at 330, but this latter 
figure may have to be raised to meet the demands of increased procure- 
ment activity. 

I believe the record will show that the Renegotiation Board has 
consistently estimated its budget requirements with care and accuracy, 
and that it requests only such funds as are truly needed for its work. 
It is our sincere conviction that we need at least $2,850,000 to do our 
job for the coming year, and we trust that your subcommittee will 
concur with the House in this view. We are prepared and shall be 
happy, of course, to answer any questions or supply any further 
information in justification of our budget proposal. 

Senator Maanuson. Thank you, Mr. Coggeshall. We appreciate 
your statement. 

The House, of course, provided the lesser amount, they said, because 
the workload of the Board is steadily declining. 

Mr. CocersHa.t. It isn’t declining seriously, and we still have 
some arrears. I would like to put into the record right now where 
we stand on percentage of completion. 
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In the last 2 years, against what we put out in the field, we have had 
150 percent production. It is going right on at that clip. I did 
prepare some figures which I would like to put into the record. 

Senator Magnuson. You can put them into the record. 

(The data referred to follows:) 


Assignments made and completed at Apr. 30, 1958 


Percent of Percent of 

Contractors fiscal year: completion | Contractors fiscal year-—-Con. completion 
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FEDERAL CIVIL DEFENSE ADMINISTRATION 


STATEMENTS OF LEO A. HOEGH, ADMINISTRATOR; GERALD R. 
GALLAGHER, ASSISTANT ADMINISTRATOR, RESEARCH AND 
DEVELOPMENT; PAUL WAGNER, ASSISTANT ADMINISTRATOR, 
EDUCATION; WILLIAM S. HEFFELFINGER, ASSISTANT AD- 
MINISTRATOR, GENERAL ADMINISTRATION, FEDERAL CIVIL 
DEFENSE ADMINISTRATION (RESUMED) 


AMOUNT REQUESTED 


Senator Macnuson. We will continue with the Federal Civil De- 
fense Administration at this point. 

Mr. Horcu. May I present this statement to you, Mr. Chairman? 
I will give it to you in condensed form. The delegate agencies are not 
here, but I would like to make this statement, if I may, with reference 
to our own budget pertaining to operations. 
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In 1958, the fiscal year of 1958, you granted us $17 million. We 
have asked for $19.4 million for our operations in fiscal year 1959. 
The House approved $18 million. In addition to that, the delegate 
agencies have requested $2,915,000, and the House approved $250,000. 

With reference to the ‘Operations Appropriation,’ Senator, that 
is the department in which we do our planning, our research work, 
our warning, communications, our resources studies, education and 
training, field operations, and general administration. 


COMPLETE NATIONAL PLAN 


In fiscal 1959, we want to stress three points. First, we want to 
complete the national civil defense plan. Not only must we have it 
effective in the Federal Government, but we must have it effective in 
the States and local governments. 

We must work very closely with the offices of the governors and 
the mayors throughout the country in order to perfect this type of 
planning. 

PERSONNEL PROVIDED IN INCREASE 


Senator Macnuson. The requested increase would provide 200 
positions over the fiscal year 1958 level? 

Mr. Horgau. Yes, sir. 

Senator Maanuson. Would some of those positions be in that work? 

Mr. Hoeren. Yes, sir; they would. Some would be in that work 
and some would be in our regional educational training centers. 

We propose to have one established on the west coast and one on 
the east coast. Seventy-five of the personnel will be in those centers. 
The reason we establish training centers on the west and east coasts 
is that it reduces the expenditures of State and local governments. 

They want their personnel to receive this training. We should 
make it more accessible. 


CONTINUITY OF GOVERNMENT PROGRAM 


Another point I would like to mention is, during this fiscal year we 
will stress our continuity of government program, in which we build 
civil defense within the various levels of government, local, State, 
and Federal. 

We, therefore, make maximum use of the resources and the per- 
sonnel of governments at all levels. This necessitates the strengthen- 
ing of governments’ capacity to operate during an emergency. 

We are working very closely with mayors and governors in order 
that this program can be made effective throughout the Nation. 
Many of the additional personnel, specifically 49, would be used in 
that field in order to strengthen the capacity of governments to 
operate during an emergency. 


STRENGTHENING OF MONITORING AND DEFENSE 


A third phase in fiscal year 1959 is to strengthen our national moni- 
toring and defense capabilities insofar as radiological hazards are 
concerned. For instance, we will train instructors at the city level. 
That is, the Government employees in cities. We hope to teach 
4,000 instructors in this next fiscal year. They will teach the in- 
structors at the State and local level. 
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In addition to that, throughout our school system, we hope to 
instruct 1 million students in our high schools in radiological defense 
during fiscal year 1959. 

Senator Magnuson. How do those fellows work? You send them 
out on this training program. Obviously, they have to go out in the 
field. They are trained basically within your place before they go 
out? 

Mr. Honan. Yes, sir; we have traveling teams. 

Senator MaGnuson. ‘You have certain teams that go out. Now, 
they stay in one given area, like a school area, and then they train 
the teachers, is that right? 

Mr. Hoxeu. This is what we do, sir: We will have one in a region. 
The States will send in 5 to 10 people. I have attended one of those— 
in Minneapolis, last December. 

Senator MaGnuson. They will be local people? 

Mr. Honan. Yes. 

Senator MaGnuson. And they will go back to their schools and 
their places? 

Mr. Horan. That is right, sir. 

Senator Maanuson. Then you train them here, and then they go 
out and establish a point in a given geographical area, and the people 
like the schoolteachers or civic authorities or those people who have 
been designated will come that that place for training? 


METHOD OF TRAINING 


Mr. Horeu. May I explain it this way, Senator? We have a 
regional school. For instance, in the Minneapolis course there were 
5 to 10 science teachers from universities and high schools from each 
State that attended that school. 

They received a week’s instruction. They go back to their respec- 
tive States. They conduct schools for instructors and they have the 
requirement to teach 20 additional instructors. 

By that method, we pyramid the number of instructors. Now, with 
reference to the school system, sir, by September 6,000 of the high 
schools in this Nation will have radiological instruments. 

We send to these schools an instructor kit. The science teacher 
then with the instructor’s kit and with these instruments, will teach 
the schoolchildren in these 6,000 high schools. 

By January 1, 1959, an additional 9,000 high schools will have this 
instructor kit and these instruments. By that method, we will in- 
struct 1 million students this coming fiscal year. 

In order for us to put into effect the program that I have outlined, 
we feel that it is necessary that we have the $19.4 million exclusive of 
the funds for the delegate agencies, a million four hundred thousand 
dollar increase over that which was given to us by the House committee. 


WARNING AND COMMUNICATIONS NETWORK 


We are going to modernize and strengthen and improve our Federal 
warning and communications network. For instance, today we have 
good communications from the Federal Government to the regions 
and to the States. But to date it is limited to telephone and teletype. 

We think this fiscal year we should back it up with radio from the 
Federal to the regional offices. Then, in the next 2 fiscal vears, we 
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will come in and ask that you provide the funds to back it up with 
radio from the regions to the States. 

Communications are vital, particularly in a crisis. We hope that 
you will give us these additional funds so that at least we can make 
this one additional step of improvement. 

Secondly, on communications, today we can, within 60 seconds, 
simultaneously warn 200 critical points in this Nation of an impending 
attack. We are asking that you permit us to extend that to 276 
critical points. In addition it will go to 88 radio stations and 12 radio 
networks. 

That, we feel, is important, and this additional fund will permit 
us to accomplish that. 

» TWO TRAINING CENTERS 


The third is the 2 training centers, 1 on the east and 1 on the 
west coast. 

Senator Maanuson. By “radio networks” you mean that you go 
out and sign up existing stations to be part of an emergency network 
if something happens? 

Mr. Horeu. Well, in fiscal year 1959 we will tie right into NBC 
and others in our communications system, which originates in Colorado 
Springs and the eastern and western headquarters of the North 
American Air Defense Command. We will have communications 
directly with NBC, CBS, ABC, and the rest of these radio networks. 

I think it is a good expenditure and it is sound. That covers the 
operations. Now, with reference to stockpile. 


INCREASE FOR EMERGENCY SUPPLIES 


Senator Magnuson. For emergency supplies and equipment, the 
House gave you an increase of $14 million over last year. 

Mr. Horeu. Yes, sir. $14.7. 

Senator Magnuson. $14.7 million? 

Mr. Horeu. That is right. 

Senator Maenuson. But that does not include any procurement 
for stockpiling, but gives you a chance to give a complete review of 
your stockpiling requirements? 

Mr. Hore. That is right. 

Senator Maenuson. The largest single increase involves $12.4 
million for reworking 1.3 million units of outdated dried blood plasma 
presently held in the warehouses? 

Mr. Horan. Yes, sir. 

Senator Macnuson. How do you rework blood plasma? 

Mr. Horcu. We have $35 million invested in this blood plasma. 
By a process which is expected to be approved by the National 
Institute of Health and the National Academy of Sciences, Research 
Division, we can rework these units and make them more usable. 

It costs us $12.4 million and it is a sound investment to get that 
reworked so that it is usable in case we would have an emergency. 


REWORKED BLOOD PLASMA 


Senator Macnuson. How long does that last? What is the life of 
reworked blood plasma? 

Mr. Hore. It is unknown at this time, but at least it would be 
good for 5 years or more. We hope that by the method the medical 
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people are working on it will be extended even beyond the 5 years. 
All I can assure you of is 5 years at this time. 


Senator Macnuson. How do you value the amount of blood plasma 
you have in the stockpile? 


Mr. Horcu. That is what it cost us, sir. 

Senator MaGnuson. That is what it cost you to collect it? 

Mr. Horan. No, this is dried blood plasma that we have expended 
$35 million to purchase. 

Senator Magnuson. You purchased that? 

Mr. Horan. Yes, sir. 

Senator Magnuson. Whom do you purchase that from? 

Mr. Horeu. We procured it through the American Red Cross. 
This is dried blood, not whole blood. 

Senator Magnuson. They have to get it out of somebody, do they 
not? They have to get it out ofsomeone. You do not buy it, do you? 

Mr. Herre.rincer. It came from the Red Cross collection units, 
originally. 

Senator Magnuson. Do you mean you pay the Red Cross for it? 
ieee HEFFELFINGER. Yes, we pay them to collect and process the 

ood. 

Senator Maanuson. And it costs $34 million to dry it? 

Mr. Herrecrincer. $35 million worth and it amounts to 1.305 
million units. 

Senator Macnuson. I have no doubt that it might be worth that, 
but I do not know how you place a value on it. That is what it cost 
you to collect it, dry it, and all the operations incidental to getting it? 

Mr. Horan. Yes, sir. You provided the funds in the past and now 
it is my duty to see, as Administrator, that it does not get outdated. 

Senator Maanuson. We did not know you were buying it. We 
thought you were collecting it. 

Mr. Horcu. We collected it through the Red Cross, sir, but we had 
to dry it. 

Senator Maanuson. We do not know the market price for blood. 

Mr. Herre.FinGcer. The price we paid is the price of drying the 
blood so it can be stored. Whole blood can be stored only for a 
matter of days. Dried blood plasma, as we now have it dried, is 
good for 5 years. 

PERIOD OF USABILITY 


Senator MaGanuson. And $12 million will keep it good for another 5 
years, you think? 

Mr. Horau. Or longer. 

Senator Magnuson. Do you think you have enuogh units now? 

Mr. Horau. Well, sir, that is now being studied. I would not 
come in and ask you for additional funds to build up our stockpiles 
until first HEW and the American Medical Assoc iation had studied it 
and come up with a sound 10-year program. That is what they are 
undertaking at this time. 

We want to make maximum use of the medicines that are now on the 
shelves of our manufacturers, of our retailers. Before we come in and 
ask for additional stockpiling, we want to make certain what is our 
need and what do we have available for that need today. 

Senator MaGnuson. But the record should show that we have 
spent now $48 million to collect blood. 
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Mr. Horau. $35 million, sir. Well, yes, with $12 million to rework 
it; yes sir. 

‘Senator SatronsTau. I think the Red Cross is having difficulty 
right at the moment in keeping up with their current needs, much 
less processing for the future, so it would be well to be sure that we 
keep good the dried blood we now have. 

Mr. Horgau. Now, with reference to the contributions 





OTHER SUPPLIES 


Senator Dirksen. Let me ask you this: In connection with your 
other supplies, do you have substantial deterioration that outdates 
them so that they are not effective? 

Mr. Horeu. Well, we have some antibiotics, sir, that were pur- 
chased starting back in 1951, 1952, and 1953 that are now outdated. 
That does not mean necessarily that they may not be used in case of 
an emergency. However, because they are outdated, the makers of 
these antibiotics are now testing them to find out if they can update 
the antibiotics. 

ACQUISITION POLICIES 


Our policy now is that we will not purchase anything and leave it 
on our shelves and let it wear itself out, but rather, that we will do 
it on a contract basis, whereby we would rotate, so that industry 
would pick it up. 

We would like to make contracts with these industries that they 
would keep it on their own shelf and keep rotating it, rather than 
having it get into our stockpile and become outmoded. 

Things like that must be perfected before we come in and ask you 
for additional stockpiling money. This money that we are asking for 
now is to put in good condition the stockpile material that you have 
permitted us to purchase i in the past. 

Senator Magnuson. Do you mean you will buy some of these 
things and leave them with the manufacturer? 

Mr. Horgau. On a contract basis we might do that, sir, but we 
have not made that as a firm policy. 

Senator Maenuson. Do they charge you for keeping it? 

Mr. Horcu. We would hope not. We would hope that we could 
purchase it. 

Senator Magnuson. Why do you not wait until you need this, or is 
it that they would not stockpile; in other words, unless you give ‘them 
this incentive of buying it and saying they will keep it for you? 

Mr. Hoxreu. That is not a firm policy. 

Senator Maanuson. I think you had better put into the record 
the medical justification for reworking this outdated dried blood 
plasma so that we would not be spending $12 million on something 
that is not proven. 

(The justification referred to follows:) 
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FEDERAL CiviL DEFENSE ADMINISTRATION—EMERGENCY SUPPLIES AND 
EQUIPMENT 
Reworking of stored blood plasma, $12,400,000 

There are 1,305,000 units of stockpiled dried human blood plasma currently in 
FCDA warehouses. This plasma was originally procured in fiseal years 1952 and 
1953 at a cost of $35 million. Blood plasma normally has a 5-year potency 
period, so that the potency of the FCDA dried blood stockpile will have expired 
by fiseal year 1959, insofar as licensing by the National Institutes of Health is 
concerned. 

In 1953 the possible existence of the hepatitis virus in the FCDA blood plasma 
stockpile became known to the agency. The exact percentage of contamination 
of the FCDA plasma is not known. We do know that it was obtained at the 
time plasma for the Armed Forces was prepared. The Armed Forces plasma 
was purported to produce an incidence as high as 25 percent serum jaundice 
during the Korean war. Since the existence of the virus is known, FCDA should 
take such steps as are necessary to eliminate the contamination potential from its 
stocks. 

Professional contact with the National Research Council and certain commer- 
cial processors has convinced FCDA that heat processing of this plasma can be 
performed to form new live plasma without sacrificing any of the 1,305,000 shock 
treatment units. The present procedure, as approved by National Institutes of 
Health and utilized by Department of Defense, consists of fractionating the 
plasma to serum albumin. It requires approximately 24% units of the plasma to 
provide 1 unit of serum albumin. Under such procedure the net result would be 
some 522,000 shock treatment units instead of 1,305,000, a loss of about 65 
percent. This loss can be avoided by using the heat-treatment process. This 
heat-treatment process should be perfected and the product demonstrated for 
licensing purposes by the first of fiseal year 1959 or shortly thereafter. 

Preliminary cost estimates vary from $8 to $12.50 per unit. The cost of re- 
working the present blood plasma stockpile was based on a mean cost of $9.50 
per unit. Accordingly, the cost of reworking 1,305,000 units will require 
$12,400,000. 


MEDICAL STOCKPILE 


Senator Dirksen. In the case of blood, it would require refrigera- 
tion, and if you bought it, you would have to store it under refrigera- 
tion. 

Mr. Horau. We have it under refrigeration. 

Senator Dirksen. And you have adequate facilities for what you 
have? 

Mr. Horeu. For what we have now; yes, sir. We have now in 
our stockpile sufficient medical supplies to treat 5 million casualties 
for 3 weeks. That is what we have to date. 

However, all of that is being restudied and reevaluated by com- 
petent people so that we can present to you during the next fiscal 
year sound requests, based upon experience and based upon accurate 
investigation. 

Senator Dirksen. Is the aggregate of your inventory a classified 
figure? 

Mr. Horan. No, sir. Our aggregate of everything, that is medi- 
cine, engineering equipment, emergency hospitals, is about $213 
million. That is what has been acquired since 1951. 

Senator Maanuson. Is that what ODM values it at? 

Mr. Horeu. That is our value placed upon it. 

Senator Magnuson. ODM said, I think, roughly $200 million. 


EMERGENCY HOSPITALS 


Mr. Horeu. $213 million is the figure we have actually expended. 
We have, for instance, 1,932 emergency hospitals that have 200 beds 
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each. They are complete hospitals, all the way from bandages to 
X-ray machines. 

These are being placed throughout the Nation near critical target 
cities. They are being used by State and local governments for 
training purposes. 

This has been a sound investment in the past. 

Senator Magnuson. Where do you keep those hospitals? 

Mr. Horeu. Today, sir? 

Sentor MaGnuson. Let us take Boston. Where do you have a 
hospital in Boston? 

Mr. Horau. I cannot place it exactly. 

Senator Magnuson. Where is it, downtown in the National Guard 
Armory or in the State House, or in the warehouse, or where? 

Mr. Horeu. Well, we would have some in a warehouse outside of 
cities. We would have probably 2 or 3 inside a city being used by 
hospitals for training purposes in order that we can train not only 
their personnel, but volunteers. However, we are in the process of 
distributing most of these now. We have had only 900 delivered. 
Another 1,000 will be completed and prepositioned this coming fiscal 
year. In this budget we have asked for $1 million to preposition 
these hospitals and get them distributed throughout the Nation. 

Senator Magnuson. What does one unit consist of? 

Mr. Horeu. Well, as I said, all the way from bandages to X-ray 
machines. It would have surgical instruments. It would have 
operation tables. It would have medicines, anesthesia; it would have 


beds. 
Senator MaGnvuson. Portable beds? . 
Mr. Horan. Yes, sir; in other words, cots. It is all loaded, sir, 


in one big van. It is movable. It easily transportable. It is 
easily erected in any sort of building. 

You could set it up in a National Guard armory or in a tent, in 
a factory or a schoolhouse. It is a very sound investment. 


Senator Macnuson. And you say you have 900 of those now, and 
you expect 1,000 more? 


Mr. Horeu. Yes, sir. 

Senator Magnuson. Making a total of 1,900, which will be allocated 
throughout the country in different areas? 

Mr. Horan. Yes, sir. 


PROGRAM IN OTHER COUNTRIES 


Senator Dirksen. How does Britain handle that problem? Is it 
pretty much the same way? 
Mr. Horcu. With reference to the emergency hospitals, sir, I 


cannot give you an answer on that. Maybe some member of my 
staff can. 


Senator Dirksen. I wondered if they had stockpiles. 
Mr. Hora. We discussed this program with NATO countries. 


They think it is sound, and many of them are copying this type 
of development. 


MATCHING FUNDS 


With reference to contributions, we are not asking for any funds 
this year. That is money that we had from the Federal Government 
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to pk State and local money for civil-defense equipment, and 
so forth. 

We will have $17 million on hand July 1, and we will have it available 
to match this important contributions program for fiscal year 1959. 

Senator Magnuson. What is the basis of matching? 

Mr. Hosreu. Fifty percent, sir. 

Senator Magnuson. Fifty percent? 

Mr. Horeu. Yes, sir, and the State governments and the local 
governments appreciate this program. They are making good use 
of it. They have to, of course, comply with certain regulations. 


DECREASE IN RESEARCH FUNDS 


Senator Macnvuson. On research, you got a decrease from your 
statement of $800,000, but it is $1.6 million over last year. You say 
that will be used primarily for improvement of shelter-design shined 
ards with respect to blast and fallout protection, improved medical 
techniques for postattack conditions, improvement of means to en- 
hance capability for radiological monitoring system, and further 
developing techniques for dissemination of warning intelligence. 

Mr. Horgau. I would like, if I may, to present for the record a 
statement by the National Academy of Sciences, in which they state 
that the $3.6 million that we have requested is sound, and that the 
same should be granted by the Congress. The House gave us $2 
million. We had asked for $4.4 million; $800,000 of that amount 
has been withdrawn from our request because there was some dupli- 
cation in the research on certain low-frequency radios. We have 
withdrawn our request for that $800,000. We are down now asking 
for the additional $1.6 million. I believe it is sound, and I think 
you would get your money’s worth if we would be permitted to 
carry on this additional research. 

In conclusion, if I may, I would like to state this: The budget 
was very carefully analyzed. We tried to present to you a budget 
that was sound, that would give us a gradual improvement and a 
gradual strengthening of civil defense in this Nation, nothing spec- 
tacular. But I can assure you that, if the funds we have requested 
are granted to us, a vear from now, when we come back to you, you 
would say that this has been a sound expenditure of appropriations. 
We have nothing in here that is elaborate. What we have come in 
for is something that will give us a strengthening of civil defense. 

Senator SALTonsTALL. Mr. Chairman, are you through? 

Senator Maanuson. Yes. 


DELEGATED RESPONSIBILITIES 


Senator SaLtronsTaLL. May I make an observation or ask a ques- 
tion? The other day, Governor Hoegh, we had a discussion with 
you and Mr. Gray on the Government agencies, and the funds for 
the civil defense were in for some and in others they were in your 
agency. My suggestion, or my request, Mr. Chairman, is that 
Governor Hoegh furnish for the record a prepared statement showin 
what Government agencies have funds for civil defense in them ind 
what agencies rely on the civil defense to have money to serve them. 

Senator Maanuson. I think we have a statement from the Bureau 
of the Budget showing that already. 
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Mr. Horeu. That isin the record. Our letter asking for the appeal 
includes the request of the delegate agencies. 
Senator SatronstaLtt. How about the General Services Admin- 


istration? 

Mr. Horgau. They are not one of our delegate agencies. 

Senator SavronstraLty. But they have expenses in there. That 
came up the other day. 

Mr. Horan. We pay them rent, sir, and that is in our budget 
under maintenance of our stockpiles. They obtain warehouses for 
us. We pay the rent for the 43 warehouse locations. 

Senator SauronstaLt. So the money for the General Services 
Administration is in your agency? 

Mr. Horan. Yes, sir. 

PERSONNEL SITUATION 

Senator Macnuson. How many people do you have employed 
altogether? 

Mr. Horau. We have at this time 1,305. 

Senator Macnuson. How many are here? 

Mr. Horeu. Fifty-eight are in Washington. 

Senator Macnuson. And the rest are out? 

Mr. Horeu. We have 783 in Battle Creek, and we have 464 in our 
regions 

Senator MaGnuson. Different regions all over? 

Mr. Horan. Yes, sir. 

DISASTER RELIEF PROGRAM 

Senator Macnuson. You are asking for no new appropriation for 
the disaster relief program, but you say you have some carryover funds. 

Mr. Horeu. Yes, sir. 

Senator Maanuson. How much do you have? 

Mr. Horau. We have approximately $23 million. 

Senator Maanuson. That is a carryover from fiscal 1958, is it, or is 
it a long-term carryover? 

Mr. Horan. I would say that is from 1957 and 1958, sir. 

Senator Macnuson. It goes back a little bit? 

Mr. Horan. Yes, sir. You gave us a supplemental last year. As 
it now appears, sir, and I hope, it will be adequate for all of fiscal 
year 1959. 

GENERAL PROVISIONS——-TRAVEL LIMITATION 

Senator Maanuson. You have some general restrictions. The 
House limitation on travel is $815,000, and you are asking that that 
be increased to $1,050,000. The normal operational travel of the 
agency, you say, totals $820,000, which is an increase of $105,000 
over the House limitation. This travel is required for the expanded 
program and so forth. Also, the increase would provide $130,000 . 
for delegate agency programs, such as radiological fallout reporting, 


emergency manpower availability, and so on. 

What is that? 

Mr. Horcu. That was part of the delegate agencies. The thing 
is that we interpreted it to mean that if you give us the money for 
these delegate agencies of $2,915,000, some of that should be ear- 








INDEPENDENT OFFICES APPROPRIATIONS, 1959 491 


marked for their travel. HEW will have to do considerable traveling. 
Labor will have to do some traveling because they want to set up with- 
in the State organizations their capability of operating during an 
emergency. HEW will be out working with the departments of 
education in the various States. 

Senator Maagnuson. Let me ask you this: I am a little confused. 
The House limitations were $815,000, and you are asking that it be 
increased to $1,050,000. But you say the normal travel is $920,000. 

Mr. Horenu. That is for our own operation, sir. 

Senator Magnuson. What is the other for? 

Mr. Horau. The other $130,000 is for the delegate agencies. The 
appropriation would be made to us but that $130,000 would then be 
turned over to the delegate agencies to cover travel. 

Senator Dirksen. It is just reimbursing them. 

Mr. Horeu. That is right. 

Senator Magnuson. You are saying that you are going to live 
within the $815,000 yourself? 

Mr. Horeu. No, $920,000. 

Senator Magnuson. Then $920,000 from $1,050,000 only makes 
$85,000, does it not? 

Mr. Horau. We have $920,000. It would be $130,000. 

Senator Magnuson. $1,050,000 is what you want to have the 
increase on. I see. 


SURVEY OF CIVIL DEFENSE ABROAD 


Senator DirksEN. Governor, has no firsthand survey been made 
of what they have accomplished in civil defense in France, Germany, 
Italy, England? 

Mr. Horgau. Yes, sir. 

Senator Dirksen. A firsthand survey? 

Mr. Horgau. Yes, sir. We met twice a year in a NATO Civil 
Defense Committee meeting, made up of the United States, Britain, 
and all NATO countries. In addition to that, for instance when I 
was over there last fall to attend a meeting, I went to three different 
countries. I was briefed by their staff. I told them what we were 
doing, and then in turn I got from them the information as to what 
they were doing. They look to us for leadership and for guidance. 
They feel that the Congress has provided us funds which could make 
research possible and make these thorough studies that are necessary. 
So we work very much together as a team. 

Senator Dirksen. Except, of course, they have had experience 
under attack. 

Mr. Horau. They are a little more determined than we are from 
the standpoint of the general public. 


NEED FOR NATIONAL CIVIL DEFENSE PLAN 


However, I want to say that the FCDA staff and myself are deter- 
mined to build an effective civil defense in this Nation. I think one 
way to do it is by having this national civil defense plan put into 
effect. It establishes national courses of action, and defines the role 
of the Federal, State, and local governments and the people. That 
type of leadership and guidance is needed. 
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STRENGTHEN OPERATING CAPACITY OF GOVERNMENTS 


The second thing is to strengthen the capacity of all governments 
to operate in case of an emergency. It is the responsibility of all 
governments, irrespective of what level it is, to furnish the leadership 
and direction in case of crises. We are working with the governors 
and mayors toward that end. That is why it is so important that 
we are given this $19.4 million for our own operations, and the 
$2,915,000 for the delegate agencies, so that we can make this improve- 
ment. 

Senator Dirksen. Is there a difference in interest and emphasis in 
different sections of the country on civil defense? 

Mr. Hoseu. It will vary, sir. But I find this: that if your leader- 
ship knows civil defense and if your leadership is dedicated to provide 
for defense in case of an emergency, that civil defense then thrives in 
that particular area. I can point out examples. I don’t like to do 
that, but I can see it myself. Where you have the leadership, where 
you have the direction, you get civil defense. I am happy to report 
that we made a survey of our 1958 Operation Alert. We had much 
better participation, much better execution by States and local govern- 
ments that we have had in calendar year 1957 or Operation Alert, 1956. 


STATE AND LOCAL APPROPRIATIONS 


Senator Macnuson. How many State legislatures have failed to 
appropriate any money for civil defense? 

Mr. Horeu. One. 

Senator Macnuson. What State is that? 

Mr. Horau. Mississippi. 

Senator Macnuson. How many big cities have failed to appropriate 
money? 

Mr. Hore. None to my knowledge, sir. 

Senator Macnuson. Well, it is a very small amount, is it not? 

Mr. Hoses. To date they vary considerably. I think the State 
appropriations start from $48,000 and go up to millions, depending 
upon the State. I think California is one that is very high. 

Senator Magnuson. What about the cities? 

Mr. Horeu. There is a variation, sir. 

Senator Magnuson. Have any of the big cities failed to appropriate 
money? 

Mr. Horeu. None that I know of, sir. 

Senator Magnuson. Well, I think maybe if you have a record of the | 
cities that have appropriated, it might be well to put them into the 
record. 

Mr. Hoeau. I certainly can do that. 

Senator Magnuson And the amounts the States appropriated. 

Mr. Hogau. I can do that, too. 

(The information referred to follows:) 


STraTeE AND LocaL EXPENDITURES 


A special annual survey made for FCDA by the Bureau of the Census shows 
that State governments spent $17,168,000 for civil defense in fiscal year 1956.! 
Forty-one cities of 250,000 population or more spent $6,812,000. These totals 
represent a slight decrease from the previous fiscal year when State governments 


1 Latest available statistics. 
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spent $17,346,000 and the 41 major cities spent $7,407,000. The totals do not 
include expenditures for peacetime disaster relief activities, even where those 
activities are administered by a civil defense organization. 


State expenditures for Civil Defense, fiscal years, 1951-5 


{In thousands of dollars] 
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MIRE <5 1 au. cme cin eden eeaa ee 2,473 | 581 | 1, 148 
BE RIE oa eso a: cncnclendaede sasentediia dude 19, 705 4, 429 5, 510 
SNE DAU oc thee enbdbnkdutidehne Rae beeiee 277 48 112 
Ws ois dois cccvnmnsncciasenenabniaseesuasedoneiel 190 46 64 
SE. = — —— 

Ni nis i Steiriateunnthbanntdenindttesteuaeneboumee 15, 069 3, 773 3, 578 
IN. no cgin Kt gies dine cdi cnteetneakioan 641 261 188 
I a: nitattn inact a dealin aaa nade ances Slee aa aa 182 33 46 
RIEL, =. co ckanancduiachacebed aptnnssotdgetuaasteeambne 2, 103 521 655 
a a anc hei, 6 aias aeclnaseaeeapes ieiae ea --| 5,975 | 1,544 1, 636 

Fe inti sass cn ecghas th chin Dita elcitnajeteeke eect 5,307 | 1,112 866 

didn dich ackdatcacanecndbenetindéuidmeninat eased 742 275 147 
EE WING on cccosiiuandankeddiedbudaons annua anne 119 27 40 
et cc: ost in ctcarnessickgteicaseileiamaaee 4,135 | 1,086 1, 245 
DID. occ inched setpeniciintaqesiandbiauakatee ae 631 117 2219 
BE icietten dk ciumicmnasndten deinen dia e han _ ana 608 112 165 
SN. 5 k= cassis aa amenaibeasindsaawinewmmietaaen 1, 553 457 375 
IEE. cs ccnchuitviddgreniaseppiminkabadnbieate tukateeeen 172 90 ll 
ee a in nti nis earns ab ee taal cs nella ete sea 291 127 88 
SE TI iicliaia ci rans cicciam baat aerbahwaticate eine dnnenmas 66 13 26 
IDs, Chak ticndntis tnmdnmpistntnbenidincepirabe 814 170 361 
ONE ic ll eee i oe ee 8,705 | 1,123 3,948 
PE 5. sca + cindeccetuahedin mente deh Dh mck se Cane eitttes dela duane 1, 634 204 206 
RS os sana alee aa dadelian 576 114 168 
Is ucininin nine naigvenapiieiepliansiekws aeuanmak acimmlane 4,915 407 3, 060 
ME, ie nienndcntichcaagndhiapeidcetutsacmen scenes 1, 130 225 340 
WU cncnindis<atinegd nhehdubdenseiaeed in eae 450 &3 S4 
PIE Das ctitacndhindccdnkausicendadidnaudbiyieaemsegueedaaan 3, 311 1, 215 702 
DE, ci dens acennneeciniuedmehnnnevesasddéguawenebamgion 112 81 1 

Te 5 uci tesla i csi tcc atietgcllia champeta daadiaslaa aaa 952 173 412 
TRE IN. 2. cnncaecenswetenie seemddeauedaiameae 87 7 a 
GI, 2. cd nn nbbanteddrew ena badudechtchiadeeaes 716 268 147 
Wn atm éenbnenatednannbesinatimnbananmaanamnmmaaaliad: 1, 444 606 2142 
PINE, oo ieeenenenicnd ee eee 3,924| 565 2, 359 
I hina sinus cous ect nched gp dine cleat aedemin Sabena ihe 654 128 258 
Baca tes esc in iim quent ep ape ede cia eating eda 98 27 32 
ME oo: Scand dhru acksthdaed nt aackanatebene sok nahe eal akcmcdaeaieenaeie 1, 284 34 1, 206 
MII « . ccninianinnc mann shanGeiaans ag huaitaininne aera 1, 522 292 717 

TE «obit atscennienseae - 114 18 61 
Pe I. Shs in dcncsbnnetonsduscedaeoussdetaae 48 15 14 
ee SR ce ci tosnoddanene a estas ciaatasaa aie aoe 110 31 | 45 
WRRIIIEE, ¢ duuntins adeakaacatn ptnanadiadvcnabunumadnmeaalnn 94 20 26 
DIY ss ccnisniat cy dada ie. Le ee | 18,982 | 2, 887 6, 846 
ee ae |. 19 96 
SRIIINL. -.<i., <5 ink scionkacscheagcensbcudedhubyateeseael | 15,738 | 2,062 5, 702 
BND 5's cin necundkensaieeandecn aicneneiaeaaaaase ain 94 56 | 33 
DIOR <<. cn cdvananteasseeusedecucus sakaahtanuans 171 53 41 
PRUNIOS 5a ccwn dncseccouncdenadeseecsensaecue ie 49 14 23 
inn svi ntnaninnt coded sbacininiin knanieiienee toaiieanaiael 1, 228 454 262 
WI. ci sn cdsabocwabiuduecadcbsedannkoul dediods eee Dnaen 216 26 98 
I cess tis ceo et ge a eianniaea Rate ketene 1, 278 203 591 





1 These expenditures include funds received from the Federal Government (about 38 percent of the total). 


2 Revised. 


Source: U. S. Bureau of the Census. 


eat rs 
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Civil Defense expenditures of major cities, fiscal years 1951-56 


[In thousands of dollars] 


| 
| Fiseal | Fiseal | Fiseal | Fiscal 


City | Total year | year year year 
| 1956 1955 1954 | 1951-53 
Total (41 cities) ___.__- | 34, 613 6, 812 7, 407 6, 391 14, 003 
1,000,000 or more inhabitants: | | | 
New York-.-...---- ieee | 10,861 | 1,603 | 2,194 1, 882 | 5, 182 
Chicago __ 2 | 974 281 | 228 235 | 230 
Philadelphia____ | 1,482} 192] 204 424 662 
Los Angeles - -~- S nie 1,335 | 603 | 175 270 287 
Detroit_- its 2, 265 | 552 | 646 500 | 567 
500,000 to 1, 000,000 inhabit ants: | 
Baltimore - | 1,745 498 | 386! 316 545 
Cleveland _- . } 1,100 | 76 | 20 228 676 
St. Louis ; 559 | 11] 95 88 265 
Washington, D. C_- 1,028 | 78 189 174 587 
Boston __ : 1, 034 | 104 | 74 123 733 
San Francisco- ; | 1,549 | 304 313 270 662 
Pittsburgh ____-- ay. | 153 | 17 19 75 42 
Milwaukee__-__-_---- : 931 | 209 191 162 369 
Houston______-. | 448 | 86 | 85 97 | 180 
Buffalo_- pie eked ohn ; ; 1 1, 232 1342 | 1890 
New Orleans--______-- ; 464 79 | &9 131 | 165 
Minneapolis. _- ; F : 298 85 91 | 41 81 
Cincinnati____- : 190 | 138 52 . 
250,000 to 500,000 inhabitants: | 
Seattle _ ; ie 683 | 64 73 188 | 358 
Kansas City, Mo-- ‘ : ee 210 | 27 26 64 | 93 
Newark_ | 703 | 98 152 | 152 301 
Dallas- a - aes ; 49 | 16 18 11 4 
Indianapolis RN 160 | 42 | 16 31 71 
Denver-.- = 361 88 60 26 187 
Sem Amilo... .......4<... : ; 116 15 | 49 8 | 44 
Memphis.-_----- re ; . ° 72 44 | 37 18 73 
Oakiand......-...- 4 704 63 60 147 434 
Columbus 2 ; 1 278 153 142 36 | 147 
Portland, Oreg__- -_-_--- es 661 350 134 106 71 
Louisville _ _ - 128 | 10 18 62 38 
San Diego 588 97 142 218 131 
Rochester - - 1579 1154 1185 30 210 
Atlanta. .....- 4 190 | 37 | 44 | 25 s4 
Birmingham. _-.- Sas 193 45 | 7 13 | 61 
St. Paul_-._---- : |} 280 | 39 | 37 | 48 106 
OO naa on se | 306 | 57 | 59 83 | 107 
Jersey City........-.. =a Sane “és : | 126 | 15 | 22 | 22 | 67 
ek hed Ce ee eae age 167 | 26 | 25 37 | 79 
Akron__- cn ‘ BE ccans : ‘ 1 §2 120 | 120 18 4 
Omaha. ---_-_- Se eae a Screaeimeaumuneis SAE: 175 1 53 19 42 
Long Be Mee 8 eee eae Po eee : 110 19 | 20 13 | 58 





1 Includes expenditures by county government for the years noted. 
Source: United States Bureau of the Census. 


LIMITATION ON PURCHASE OF PUBLICATIONS 


Senator Macnuson. The only other item you have is where the 
House established a limitation of $6,000 on ‘the purchase of news- 


papers, periodicals, and teletype news services, and you want it in- 
creased to $10,000? 


Mr. Hoercu. Yes, sir. 

Senator Macnuson. What is the teletype news service? 

Mr. Horen. Well, that would include all news services. I think 
it is important that our offices, not only in the national headquarters 
but the regional and State offices, have access to this type of informa- 
tion; for instance natural disaster information. 

Senator Macnuson. What do you do, teletype the Seattle office, 
for instance, about certain things, and assist them? Is that it? 

Mr. Horcn. Yes, sir. 

Senator Macnuson. The day- to-day events, or what? What do 


you teletype them about? “Today we appeared before the Senate 
Appropriations Committee” ? 
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Mr. Horen. We are provided teletype news service which enables 
us to get current natural disaster information, civil-defense news 
items. We then relay this throughout the civil-defense chains for 
their operational and public information use. It includes the weather 
reports. 

Senator Magnuson. What would you say is the kind of informa- 
tion ? 

Mr. Horcu. Well, on natural disasters: For instance, certain tech- 
nical information about the weather and its possible ‘effect. to geo- 
graphical areas. 

Senator Magnuson. Is that a system rented? Is it your own sys- 
tem, but the system is rented ? 

Mr. Horen. That is right, sir. 

Senator Macnuson. Are there any further questions ? 

Senator Dirxsen. I was going to observe that while that may ap- 
pear like a frivolous expense to some, there is an element of discipline, 
it seems to me, in communications, including teletype, which is to 
say people have got to become accustomed to that sort of thing, be- 

cause in an emergency period you may have to use it. Even if you 


sent nothing of substantive value, I think it would still be a good 
investment. — 


That is all. 

Senator Magnuson. Thank you very much. 

Mr. Horen. Thank you, sir, for this opportunity. 

Mr. Chairman, I do have two delegate agencies that have not been 
heard, if you would like to hear them—HEW and Labor. 

Senator Maenuson. They are to be heard Thursday morning. 

Senator Magnuson. Next is the Securities and Exchange Commis- 
sion. 


SECURITIES AND EXCHANGE COMMISSION 


STATEMENTS OF EDWARD N. GADSBY, CHAIRMAN; A. DOWNEY 
ORRICK, COMMISSIONER; HAROLD C. PATTERSON, COMMIS- 
SIONER; EARL F. HASTINGS, COMMISSIONER; A. K. SCHEIDEN- 
HELM, EXECUTIVE DIRECTOR; RAY GARRETT, JR., ASSOCIATE 
EXECUTIVE DIRECTOR; THOMAS G. MEEKER, GENERAL COUNSEL; 
BYRON D. WOODSIDE, DIRECTOR, DIVISION OF CORPORATION 
FINANCE; PHILIP A. LOOMIS, JR., DIRECTOR, DIVISION OF TRAD- 
ING AND EXCHANGES; LAWRENCE M. GREENE, ASSISTANT DI- 
RECTOR, DIVISION OF CORPORATE REGULATION; WILLIAM E. 
BECKER, ASSISTANT DIRECTOR, DIVISION OF ADMINISTRATIVE 
MANAGEMENT; AND ARTHUR A. KISCAR, ASSISTANT BUDGET 
AND FISCAL OFFICER, SECURITIES AND EXCHANGE COMMISSION 


BUDGET ESTIMATE AND HOUSE ACTION 


Senator Magnuson. For the purpose of the record, your appropria- 
tion in 1958 was $6,700,000, your budget estimate was $7,100,000, the 
House gave you $6,800 ,000, $100,000 over last year’s appropr iation, but 
minus $300, 000 under the estimate. I presume you are making a plea 
for the restoration of that amount; is that correct ? 


25300—58—pt. 1——-32 
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Mr. Gapssy. Yes, Mr. Chairman. 

Senator Magnuson. You sent a letter to the committee which we 
will put into the record in full, with a summary from your justifications. 

(The documents referred to follow: ) 

APRIL 7, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill for 1959, United States Senate, Washington, D. C. 

DEAR SENATOR MAGnuson: Reference is made to our letter of March 31, 1958, 
in which you were advised that the Commission would submit changes relating to 
the provisions in the independent offices appropriation bill for 1959, H. R. 11574. 

Pursuant to the request contained in your letter of March 21, 1958, the requested 
changes in the House bill and related justification are set forth in the attached 
statement. 

The Commission respectfully requests the opportunity to be heard by your 
committee regarding these changes. 

Sincerely yours, 
Epwarp N. Gapssy, Chairman. 


SECURITIES AND ExCHANGE COMMISSION 


CHANGES REQUESTED BY THE SECURITIES AND EXCHANGE COMMISSION IN H. R. 
11574 as APPROVED BY THE HOUSE OF REPRESENTATIVES ON MARCH 27, 1958 


SALARIES AND EXPENSES 


(Budget estimate for 1959, $7,100,000. ) 
(H. R. 11574 approved by the House of Representatives, $6,800,000. ) 
(1958 Appropriation Act, $6,700,000.) 


(House hearings, p. 130) 


CHANGES REQUESTED 


Page 22, line 9: Delete “$230,000” and insert “$260,000.” 
Page 22, line 13: Delete “$6,800,000” and insert “$7,100,000.” 


HOUSE REPORT 


“The committee has provided $6,800,000 for the Commission next year, which 
is $300,000 less than the budget estimate but an increase of $100,000 over 1958. 
The increase will provide 15 new employees and the entire number approved is 
for the Commission’s field staff.” 


JUSTIFICATION 


The independent offices appropriation bill for 1959, as approved by the House 
of Representatives, provides $6,800,000 for salaries and expenses of the Secu- 
rities and Exchange Commission. This amount is $300,000 less than the budget 
estimate recommended to the Congress by the President, and $100,000 above the 
Commission’s appropriation of $6,700,000 for 1958. 

The reduction of $300,000 represents the denial of funds for 48 positions of 
the Commission’s request of 63 additional positions at a net cost of $242,750; 
a reduction of $30,000 for travel; and a reduction of $27,250 for other expenses. 
The elimination of 48 positions will seriously affect the investigations program 
as well as the full disclosure program of the Commission. 

The Commission is concerned with the increasing number of fraudulent trans- 
actions and speculative activities in the securities markets. Emphasis of the 
Commission’s concern is displayed in its budget request whereby 40 of the addi- 
tional 63 positions for 1959 are for the investigations program. Fulfillment of 
its statutory obligation to protect the interests of the public and investors against 
malpractices in the securities markets depends on the speed and effectiveness 
with which the Commission is able to investigate suspected violations and 
take action to correct or punish violators. As a law enforcement agency, the 
factors of speed and effectiveness are dependent upon an adequate staff. 

The clearance of registration statements and preliminary proxy statements are 
the two most important areas of the full disclosure program, which is admin- 
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istered by the Division of Corporation Finance. Approximately 70 to 80 percent 
of all work of the division must be executed on a time schodule established either 
by law or the rules of the Commission, or requested by the parties. Thus, the 
Commission has no control over the flow of its work in the areas of registration 
statements and proxies. The request for eight additional positions is deemed 
essential by the Commission in order that the staff of this Division can cope with 
the growing complexity of problems in these two areas. It is necessary that the 
Division be staffed adequately to detect attempted violations of law, thus pre- 
venting serious injury to the public. 

The remaining 15 additional positions requested are deemed necessary in view 
of anticipated workload increases in other functions of the Commission. For 
example: (1) Preparation of the Commission’s opinions and decisions; (2) in- 
spection of investment companies ; (3) participation in corporate reorganizations ; 
and (4) conducting public and private hearings. 

The Commission considers it essential that there be restored its travel request 
of $260,000 instead of $230,000, which is the amount approved by the House. The 
Commission’s request for restoration of the $30,000 is based solely on the es- 
sentiality of adequate funds to permit its employees to perform the necessary 
travel required to conduct investigations, hold hearings in all parts of the country, 
perform broker-dealer inspections, and to take appropriate action on violations 
of law. It is the firm opinion of the Commission that its request of $260,000 
for travel is realistic and will provide the elasticity and discretion essential to the 
most efficient performance of our functions. 

I wish to point out briefly one other item, that is, the amount of $7.1 million 
as requested by the Commission will be offset by an estimated $2.5 million that is 
collected through existing statutory fees and other revenues. These collections 
are not available to the Commission but are deposited into the Treasury as mis- 
cellaneous receipts. 

Effective policing in the securities markets and enforcement of the antifraud 
provisions by the Commission are a vital public service. The confidence of the 
investing public in corporate securities as a medium of investment must be 
preserved against misrepresentation, fraud, and other improper practices in 
the securities markets. 
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Securities and Exchange Commission 


Division-Office 


Executive Offices__- 
Office of the Secretary _-__- 
Office of Hearing Examiners. 
Office of Opinion Writing- 
Office of General Counsel 
Office of Chief Accountant 


Division of Corporation Fi- 


nance: 


Office of the Director 


Branches of 


Analysis and Examina- 


tion (6) 


Branch of Administrative 
Proceedings and Inves- | 


tigations 


Branch of Small Issues__- 
Branch of Chief Account- 


ant... 


Office of Chief Counsel 
Office of Engineering - 
Office of Filings and Re- 


ports. 


Subtotal__ 


Division of trading and ex- 


changes: 


Office of the Director - 

Branch of Enforcement. 

Branch of Exchange 
ulation and Economic 


Research 


SEC statistics _- 
Government statistics- 


Subtotal 


Division of Corporate Regula- 


tion: 


Office of the Director ---- 
Branch of Public Utility 


Regulation 


Branch of Investment 
Companies_ - --. 

Office of Chief Counsel_ 

Office of Special Studies 
and Administration 


Subtotal 


Division of Administrative 


Management: 


Branch of Records 


Service 


Branch of Personnel. | 
Branch of. Budget and Fi- 


nance 


Subtotal-_-_--_- 


Subtotal, 
mental. _ 


Regional offices: 


New York____- 


Boston _- 


San Francisco 


See 
Washington, ‘D.C 


Subtotal, field 





60 


Actual, 1957 


| 
Aggregate! Posi- 





55, 


| 


Program, 1958 | 


| 





31, 940 
7H0 
, 690 


710). 


5, 675 


| 


3, 500 
5, 045 
33, 260 
, 950 
, 005 


5, 815 


7, 960 


4, 395 
, 305 


, 665 


275 


5, 580 


75, 220 


, 230 
, 985 


| 
57, 920) 


426, 375 


| 
367, 377 
53, 850 


2, 305 


Changes for 


tions 


| 
| 


8.0 


Aggregate! Posi- | 
of annual 
salaries 








‘Actual costs for 1957, estimate for 1958, 
changes for 1959, and estimate for 1959 


Estimate for 


1959 


|Aggregate| Posi- | Aggregate 
tions | of annual 


salaries 
21} $224, 520 
s 45, 640 
7 66, 200 
11 88, 330 
30 206, 430 
9 74, 600 
5 41,710 
130 936, 795 
2 16, 500 


6 36, 045 
4 33, 260 
11) 74, 950 
6 44, 005 


18 85, 815 


182} 1, 269, 080 


‘8 64, 305 
56| 330,475 


18 131, 665 
mo OF 





113 694, 390 


19 144, 010 


7 52, 375 


9} 57, 920 





58) 445, 545 


90 375, 987 
9 53, 850 


14 72, 305 








493, 532 





CD ia Salsas cise inlet sai 
es oe ek ae 
Bere wOrenl........<-.. 
NS 


531.0) 3, 494, 267 


| 


| 


825, 921) 
, 575} 
113, 805} 
462, 625) 
134, 6) 
206, 720 





30} 


125, 605 
116, 345} 


, 310, 016 


42, 0| 





397| 2, 536, 116 


113| 502, 142 


552) 3, 616, 967 


147} 913, 606 
17} 111, 380 
19} 123, 610 
71 485, 210 
25) 150, 885 
35 222, 915 
40 254, 170 
23) 148, 190 
20! 126, 150 





INDEPENDENT OFFICES APPROPRIATIONS, 1959 499 


Securities and Exchange Commission—Actual costs for 1957, estimate for 1958, 
changes for 1959, and estimate for 1959—Continued 










































































; 
(v) a (2) | (3) »® | © 
Actual, 1957 | Program, 1958 Changes for Estimate for 
| Page | | 1959 | 1959 
No. |_ , ee oe Se 
Division-Office | 
| Posi- | Aggregate| Posi- |Aggregate) Posi- | Aggregate) Posi- | Aggregate 
| tions | of annual | tions | of annual | tions | of annual | tions | of annual 
| salaries | Salaries salaries salaries 
‘S. wothteth Sat ae + Cee i yea) eee rT. te iT eae e, 
Personal services ____- 7 | 810. 0, $5, 310, 917} 886. 0)$5, 804, 283) 63.0) $348, 800 949| \$6, 153, 083 
Less: Adjustment for lapses. cate. ae 3} 182, 139) 37.5) 247,333 3.5 6, 750 41} 254,083 
ene deals —|— ws Bek“ . 
Net personal services. _ _. ae 777.7| 5, 5, 1: 28, 778| 848.5} 5,556,950] 59.5} 342,050 | 908) 5, 899, 000 
Positions other than perma- | | | 
I ohh ae chet stan pepsnanan 4 -| 7.2) 31,694) 8.0) 43, 500)...... 19, 500 8} 63,000 
Regular pay in excess of 52 | | } 
iieckats td oaceddcoaka en lo ibacenamard ii. iaitaleatas' } 7 OO... 1,400 |..--- 23, 000 
Other payments for personal | 
0 Ee eee ee ay ane ae 30, 670/_..._. | 11, 000)__.__- (8,000)}_..._.! 3, 000 
Overtime and holiday pay - iE ae cad 10, 026). ._... 9, 200}.....- 23S t.. 12, 000 
Total obligation, per- | 
sonal services_____- _..-| 784.9] 5,201, 168) 856. 5| 5,642,250) 59.5) 357,750 916} 6,000, 000 
Less: Income for services per- | | | | 
NG sich dae apliedan | 2.4} 18,222} 1.5 11,000} +1. 5] +11,000 |_...-- s esiaderaei al 
All personal services.....|__..-- 782. 5| 5, 182, 946| 855.0] 5,631,250) 61.0] 368, 750 916) 6, 000, 000 
Other obligations: | 
le ita le eas ee 183, 856)...... 219, 250}_._._- MR TE Fiction | 260,000 
Transportation of things..| 115 oe | 7, 645|...... 13, 800}.....- (2, 800) |...--- | 11, 000 
Communication services..| 116 |_..__- | 142) s26|__.__- 148,000|_.___- 2,000 |...--- 150, 000 
PN i ditaa ial teeta ne Te Bh ioc Ee ee eae 13, 600|_..._- 6,400 |...... 20, 000 
Printing and reproduction.| 119 |___..- 39, 788}...... 81, 900}. _.._- (24, 000) |..---- | 57, 900 
Other contractual services.| 121 |_.._. 54, 661)__.__- 104, 000).....- (10, 000) |....-- 94, 000 
Supplies and materials__..| 123 |___._- | 72, 230)...-.-| 70, GG.-.<.. 3,000 |...... 79, 000 
Equipment. _............- 1, SP i 35, 016)...... GR onccs beccccducsdntes 54, 000 
Grants, subsidies, and | | 
contributions. __...____. ais. Bie Frans a 345, 000)_....- 15, 700 |.---.- 360, 700 
Refunds, awards, and in- | 
eee 4 eee € Oe nce ia niin ckincksacbaienditich | 5, 200 
Sais sk he BOS Beeidan 7, 699)...... 8, 000}...-.-.- 906 f262-03 8, 200 
cael crea cnespesacaete Ritaatelpad etliaeeaiadaina ied 
Subtotal, other obliga- 
UE ann ticieticccs ph asdics cee 560, 965}. .._-- 1, 068, 750}_-.-.- 31, 250 |...--- 1, 100, 000 
Total obligations........]_...._}.....- i 743, 911)_..... 6, 700, 000}...... 400, 000 rae 7, 100, 000 
Unobligated balance,  esti- | 
po ee ae eee a boll 5, 00)... . C2ked att coae eens dienes eeoeee Das cation gaciaeitinds 
Appropriation or esti- 
WU dicots | wince 5, 749, 000}...... 6, 700, 000).....- 400, 000 |..-.-- 7, 100, 000 
' 





HOUSE ALLOWANCE BELOW ESTIMATE 


Mr. Gapssy. Mr. Chairman and members of the committee, I am 
Edward N. Gadsby, of Massachusetts, and I am Chairman of the 
Securities and Exchange Commission. I am accompanied by certain 
members of the agency “and of its staff: A. Downey Orrick, Commis- 
sioner, from California; Harold C. Patterson, Commissioner, from 
Virginia; Earl F. Hastings, Commissioner, from Arizona; A. K. 
Scheidenheim, Executive Director; Ray Garrett, Jr., Associate Execu- 
tive Director ; Thomas G. Meeker, General Counsel: Bryon D. Wood- 
side, Director, Division of Corporation Finance; Philip A. Loomis, 
Jr., Director, Division of Trading and Exchanges; Leese M. 
Greene, Assistant Director, Division of Corporate Regulation ; William 
E. Becker, Assistant Director, Division of Administrative Manage- 
ment; and Arthur A. Kicsar, Assistant Budget and Fiscal Officer. 

I am grateful for the opportunity to be heard today with respect 
to the appropriation presently proposed to cover the expenses of the 
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Commission for the fiscal year ending July 1, 1959, which is a part of 
the independent offices appropriation bill as passed by the House of 
Representatives on March 27, 1958. The House bill provides $6,- 
800,000 for the Commission, as compared with the budget estimate of 
$7,100,000, a reduction of $300,000. 

The Commission respectfully requests that the following amend- 
ments be made in the bill : 

1. Restoration of the $300,000 reduction in our budget made by the 
House of Representatives. 

2. Restoration of the reduction of $30,000 made by the House in 
the travel limitation. 

Copies of the original justification of the Commission’s budget esti- 
mate for 1959 have been submitted to your committee, and I under- 
stand that the printed record of the testimony given at the hearings 
conducted by the House subcommittee is available to you. These docu- 
ments go into some detail in explaining the work required of the 
Commission, and analyze its financial requirements for the fiscal year 
1959. Rather than to repeat the presentation made in the justifica- 
tion or appearing in the printed record of the hearings before the 
House subcommittee, I will here concern myself with the factors 
which compel us to ask for restoration of funds for additional per- 
sonnel and related expenses. including travel. 


RESULT OF HOUSE REDUCTION 


The reduction of $300,000 was arrived at by refusing to allow 
funds to cover 48 positions of the 63 additional positions requested, 
resulting in a net reduction of $242,750, a reduction of $30,000 in 
the travel allowance, and a reduction of $27,250 for other expenses. 
Our inability to establish these 48 positions will have its most im- 
portant and regrettable effect on the two largest programs of the 
Commission; (1) the investigative program, including civil and 
criminal proceedings; and (2) the processing of material filed under 
the full-disclosure requirements of the Securities Act of 1933. 


INCREASED WORKLOAD 


We have prepared four charts, which show graphically the in- 
creased activity in the workload in each of these programs. I under- 
stand that the charts, which are appended to a copy of my opening 
statement, have been distributed to the members of your committee. 

I shall discuss in just a moment the factors which require us to 
ask for restoration of the amount disallowed by the House, but, 
first, 1 would like to point out why our enforcement work has caused 
the Commission the gravest concern during the past 3 years, in terms 
of budgetary planning. 

We have discussed with the Congress from time to time the diffi- 
culties we have been having with organized fraudulent distributions 
of securities. This problem we will still have with us, though our 
field offices have made exceptional progress in catching illegitimate 
operators, especially when we consider the discouraging conditions, 
budget-wise, which hamper them. 
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FRAUDULENT OPERATIONS CONTINUE 


It is quite apparent that the confidence men are tireless in their 
efforts to develop new ways of circumventing the statutory safeguards 
in order to fatten themselves on the savings of the American invest- 
ing public, and it demands equally indefatigable efforts on the part 
of the staff of the Commission to put these parasites out of busi- 
ness or behind the bars. It is also important to note that the fact that 
individual investors are being badly hurt every day by such unscrupu- 
lous schemes makes much more difficult the task of small and large 
legitimate businesses to obtain the new capital required to operate 
within our economy. 

Unfortunately, a large number of people are willing to be con- 
vinced that large and quick profits can i made through purchas- 
ing unknown and highly speculative securities. 

We have carried on an intensive informational campaign designed 
to prevent such frauds by educating the possible victims, but we 
still get many complaints involving such activities, a substantial 
part of the losses in some of which it is quite possible we could have 
avoided if we had adequate manpower. 


INVESTIGATIONS ProGRAM, INCLUDING CIVIL AND CRIMINAL PROCEEDINGS 


One of the effective powers given to the Commission by the several 
acts administered by it is the power to conduct investigations to deter- 
mine whether civil or criminal proceedings should be brought, based 
on violations of the acts. These investigations are conducted primar- 
ily by the regional offices under the general supervision of the Division 
of Trading and Exchanges. Such proceedings are divided into two 
types; namely, preliminary inquiries and docketed cases. A prelimi- 
nary inquiry is one of limited scope, instituted for the purpose of de- 
termining whether grounds exist for a full-scale investigation. It is 
frequently based on a complaint, a broker-dealer inspection, or some 
other proceeding, but may have no better reason than an informed 
hunch. It is often conducted with some secrecy in order to avoid 
stigmatizing any innocent person. If reasonable grounds are found to 
exist for believing that a violation has occurred, a full-scale, docketed 
investigation is commenced. 

Upon comparing the time and effort involved in a preliminary in- 
vestigation with that required in a docketed investigation, it becomes 
apparent that the latter type almost always involves some laborious 
and time-consuming efforts including extensive review of the intricate 
records of banks, corporations, underwriters, and brokers and dealers. 
Numerous witnesses must be interviewed and their affidavits obtained. 
In many of these proceedings, such work must go on in many States, 
since the confidence man is no respecter of State lines. Such an investi- 
gation may have one or more of several results. It may end in a refer- 
ence to the Department of Justice for criminal action, or in the insti- 
tution of injunctive proceedings in civil courts. It may also result 
in administrative action by the Commission, or reference to another 
agency or department of the Federal Government or to a State author- 


ity for appropriate action, or the investigation may be closed without 
action. 
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INVESTIGATIONS POSE COMPLEX PROBLEMS 


The problems which may be encountered in an investigation of this 
nature are so complex that our calendars are not susceptible to the 
usual work-measurement report. A few hours in a preliminary in- 
vestigation may be enough to convince one of our investigators that 
the matter to which he has been assigned does not involve any viola- 
tion of law. On the other hand the full-scale docketed investigation 
of a complicated boilerroom case involving victims all over the coun- 
try and national or international financing devices, might easily 
occupy the time of half a dozen men for months. 

Nevertheless, we have prepared certain statistical workload data 
covering the entire investigations program, which are summarized on 
charts I and II. Your attention is particularly directed to certain 
conclusions to be drawn from these data. 

(The information referred to follows:) 
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FACTS BEVEALED BY CLIENTS 


Mr. Gapssy. You will note on chart I that the actual number of 
investigations opened exceeds the number of investigations closed in 
fiscal years 1956 and 1957. It is estimated that this tendency will 
continue during this fiscal year. In fact, for the 9 months ended 
March 31, 1958, 348 investigations were opened while only 304 were 
closed. The relative number of opened and closed investigations is 
reasonably close for this period as compared to prior periods because 
funds were provided in the 1958 budget for 23 additional positions 
(both professional and clerical) for this investigative program. If 
funds are made available in the budget now before you, we may be 
able to reverse this trend. We estimate that in the coming fiscal 
year, with the help of the additional personnel requested, we would 
be able to bring as many as 100 cases to a satisfactory conclusion 
in excess of those which would be added to our list. 

The total number of pending investigations now stands at an aggre- 
gate of about 60 percent more than those pending on July 1, 1955. 

Senator Satronstatu. There are over 1,000; are there not ? 

Mr. Gapssy. Yes, over 1,000 pending at the present time. In other 
words, we run as hard as we can and we only lose ground. We don’t 
even stay in the same place. 

The data on chart I includes all cases, preliminary and docketed. 
There is shown on chart II, the number of docketed investigations at 
the beginning of fiscal years 1957 and 1958, and the number of such 
cases opened, closed, and pending for the 9 months ending March 31, 
1957, and 1958. 


FIGURES SHOW TREND TOWARD DECREASE IN CASES 


During the 9 months period ending March 31, 1958, 64 percent of 
all investigations opened and 54 percent of all investigations closed 
represent Gocketed investigations. These figures indicate a serious 
trend toward an increase in the relative number of docketed cases 
which require far more time and effort than do preliminary investi- 

ations. 

In connection with the 304 investigations closed during the 9 month 
period ending March 31, 1958, the record of the Commission is as 
follows: 

1. Fifty-one civil injunctive actions were authorized by the Com- 
mission. 

2. Forty-seven administrative proceedings were instituted by the 
Commission to determine whether to deny or revoke registrations of 
brokers and dealers. 

3. Thirteen criminal cases referred to the Department of Justice 
involving scores of individual defendants. This number does not in- 
clude 2 criminal contempt cases and 4 criminal cases under review. 


CASE CLOSING NOT CRITERION OF WORK FINISHED 


There is one consideration which causes us very serious concern in 
this situation and which we believe the Congress should thoroughly 
understand when it is passing upon our budget requirements. The 
number of cases closed in any one period does not by any means rep- 





~ 
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resent the number of cases in which a satisfactory conclusion has 
been reached. It is our practice periodically to review the cases pend- 
ing in each regional office. We invariably find a number of cases 
which have not been actively pursued, due to lack of adequate per- 
sonnel, and which, through the sheer lapse of time, have fecintion so 
stale or have otherwise become unalterably dormant that it is im- 
practicable to continue to prosecute them. These cases are then closed, 
and they are included in the statistics presented to you. In many 
of these cases, an out and out crook has thus managed to escape the 
consequences of his wrongdoing. Naturally, we do not enjoy this 
state of affairs, nor do we believe that this is the sort of enforcement 
which the Congress wishes to see in effect. I know, however, from 
personal observation, that our field staffs are working long, arduous 
hours, most of them without any overtime pay or For that matter 
without adequate base pay, trying to keep up with their work. They 
can do no more than they are doing in order to remedy this situation, 
and I can ask them to do no more. We cannot do the work which 
Congress has directed us to do nor furnish the public with adequate 
protection unless we are supplied with at least approximately ade- 
quate personnel. 
Of the 48 new positions stricken from our budget by the House, 25 
positions had been assigned to work on the investigations program. 


FULL DISCLOSURE PROGRAM 


Review of filed registration statements and preliminary proxy 
statements are quantitatively the two most important areas in the 
work of the Division of Corporation Finance and represent two of 
the most substantial operations in the Washington office from the 
standpoint of man-hours. The Commission is asking for restora- 
tion of funds which would provide for eight additional positions in 
this division in order to analyze the filed registration statements, carry 
on the necessary stop-order proceedings, supervise proxy contests and 
perform the many other tasks assigned to it. About 75 percent of 
all work of the Division of Corporation Finance must be completed 
on a time schedule established by law or the rules of the Commission 
or is requested by the parties in order to facilitate the flotation of 
security issues. 

PROXY STATEMENTS AND CONTESTS 


We have shown on chart III the actual number of preliminary 
proxy statements filed and the proxy contests which we supervised 
during the fiscal years 1954 to 1957, inclusive, and the number esti- 
mated for the fiscal years 1958 and 1959. 

(The chart referred to follows :) 
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ESTIMATED PROXY CONTESTS 


Mr. Gapspy. It was originally estimated that we would be required 
to pass on 20 proxy contests in the fiscal year 1958 and 25 in 1959. 
The proxy season is currently underway, and we presently estimate 
that we will be handling 35 of such assignments during this fiscal year, 
representing an increase of 75 percent in workload with no increase in 
personnel. Nine such proxy contests were instituted during the quar- 
ter ending March 31, 1957. Eighteen such proceedings were com- 
menced during the same period in 1958. Under the statute, as imple- 
mented by the Commission’s rules, all material used by the parties to 
such contests must be reviewed by the staff before it is used and various 
objections to their opponent’s material raised by the contenders must 
be resolved. These contests are bitterly fought, and the time limits 
are very pressing. The consequent burden on our personnel is heavy, 
and the need for quick decision is acute. 

You will note that for fiscal 1954 to 1957, inclusive, approximately 
1 percent of the proxy statements filed involved proxy contests. For 
fiscal 1958 and 1959, the ratio is approximately 2 percent. Although 
the absolute percentage appears at first blush to be insignificant, the 
increase is not, and the additional workload involved is sufficient to 
account for 4 of the 8 additional positions sought for the Division of 
Corporation Finance for the fiscal year 1959. 


DELAY IN REVIEW OF ANNUAL COMPANY REPORTS 


The Commission is also concerned about the current delay in analysis 
and review by the Division of annual reports of companies whose 
securities are registered on national securities exchanges and issuers 
who have offered securities to the public under the 1933 act. These 
filings must be reviewed to determine whether the statutory require- 
ments have been met or whether some action by the Commission may 
be necessary. As a result of full utilization of personnel in other 
work areas of the Division and the increasing complexity of our other 
problems, this work has been neglected, and there is presently a delay 
of 10 months in such reviews. As the results of this delay, the public 
is not being adequately protected by the Commission. It does little 
good to require a corporation to make a public filing of financial data 
and to invite the public to rely upon such data if the Commission is 
forced by shortage of personnel to delay almost until another annual 
report is due before it can review the prior filing and compel complete 
disclosure of facts regarding its financial condition which the corpora- 
tion may be reluctant to publicize. 


PERSONNEL REQUIREMENTS IN OTHER ACTIVITIES OF THE COMMISSION 


I have so far described the effect of the action of the House only 
upon those programs for which the Commission is requesting restora- 
tion of the bulk of additional funds for fiscal 1959. These programs 
account for the total of 33 positions I have referred to. There are 15 
additional positions which are included in our request and which rep- 
resent the minimum personnel necessary to enable the Commission to 


handle the anticipated workload in connection with others of its func- 
tions. 
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INCREASE OF INVESTMENT COMPANIES 


Mr. Gapssy. Four of these additional 15 positions would have 
been assigned to the inspection of investment companies. This indus- 
try has experienced a dramatic growth in recent years, as shown on 
chart IV, and holds securities now valued at an aggregate of about 
$15 billion. 


(The chart referred to appears on p. 510.) 
FUNDS IN INVESTMENT COMPANIES 


Mr. Gapssy. I might point out that information that has recently 
come to my attention indicates that about 1 investor out of 6 in 
America has funds in mutual investment companies. 

The National Association of Investment Companies estimates that 
there were 3,300,000 shareholder accounts currently open in member 
investment companies as of December 31, 1957, representing an in- 
crease of 400,000 during the year. Of course, there are doubtless 
many duplications in these figures as arithmetic would point out from 
the statement I just made, but they still represent a very large seg- 
ment of our investing public. At the beginning of 1956, there were 
about 220 active investment companies under our jurisdiction. At 
the present time, this figure is about 325, an increase of nearly 50 
percent. As we pointed out before the House subcommittee, we have 
been able to develop pitifully little time to proper routine inspections 
of these huge institutions. Fortunately, there have only been a few 
failures so far. Nevertheless, we believe that so important a segment 
of the public deserves something more than the merest token inspec- 
tion. The additional personnel which we are asking you to restore 
would enable us to make some start on this problem. 

One additional position is asked to be restored in the Office of 
Opinion Writing. This Office assists the Commission in the prep- 
aration of findings, opimions, and orders in contested cases which 
come before the Commission for decision. Its work is highly tech- 
nical and it is forced to deal with intricate‘and involved records. If 
there is delay in its work, there is a delay in the imposition of admin- 
istrative sanctions and in the administration of justice, which results 
in many cases in exposure of the public to interim machinations of 
the persons the Commission is attempting to put out of business. 
This Office has been undermanned and overworked for some time. 
It now has a backlog of 32 cases, many of them dating back for some 
months. The one additional position requested is essential if the 
Commission is to perform its statutory functions with any semblance 
of expedition. 

The restoration of three additional positions is requested in order 
to carry out those functions assigned to the Commission under chap- 
ters X and XI of the National Bankruptcy Act. At present, the 
Commission is actively participating in 87 reorganizations proceed- 
ings filed in jurisdictions from one end of the country to the other 
and which involve approximately 52 companies with total indebted- 
ness of approximately $475 million, During the third quarter of fiscal 
1958, there were 26 new petitions filed under the Chandler Act, a num- 
ber substantially higher than for any like period in some years. The 
Commission is not required to participate in all of these cases, but it 
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did file appearances in 8 cases during the first 9 months of the fiscal 
year 1958, as many as it filed during the entire fiscal year 1957. These 
cases tend to become unbelievably complex, particularly since sub- 
stantial amounts of money and complicated financial situations are 
very often involved, and require the concentrated attention of highly 
skilled personnel, if the public investors are to be adequately repre- 
sented. ‘The number of the present staff of the Commission assigned 
to this work, both in Washington and in the field, is completely inade- 
quate to handle the increasingly numerous and important cases in this 
area, and we are forced to refuse to participate In some cases where 
we might well be of assistance to the courts and to the public. The 
assistance given to the courts in these matters has been pebdichy recog- 
nized in a number of cases by the courts in their findings. Unless the 
additional personnel is allowed us, we will be required further to cur- 
tail these activities, and we believe the administration of justice and 
the protection of the public investors will suffer correspondingly. 


NEW COMMISSION RATE SCHEDULE 


I think I should also refer at this point to another facet of our work 
the necessity of which was not apparent when we drew up the justifi- 
cation which has been filed with you or when I testified before the 
House subcommittee. The New York Stock Exchange, which handles 
about 85 percent of the dollar value of all stock transactions on ex- 
changes, announced on April 3, 1958, that it intended to place into 
effect on May 1 a new schedule of commission rates. Under section 
19 (b) of the Securities Exchange Act of 1934, we have certain powers 
over the rules of the exchange, including this particular one. The 
Commission has a duty and a responsibility to make a thorough in- 
quiry into this proposal. It has instructed its staff to make such a 
study, which is now in process. This will involve some very volumin- 
ous investigations into various phases of the work of the exchange, 
and will extend to fields which have never before been adequately 
studied by any public authority. It is extremely difficult to make an 
estimate at this juncture of what will be involved, but as nearly as we 

can foresee, our staff will be called on to devote 4 or 5 man-years to 
this work. If it is to be really effective, the study must be pushed to a 
reasonably prompt completion, and I would anticipate that 8 or 10 of 
our now over ae et personnel will be assigned more or less full time 
to this task during the next 6 months, requiring a shift of personnel 
from other pressing work. If the amount by which our budget was 
reduced by the House is not restored, I am certain that some : of the 
vital functions of the Commission will have to be still further cur- 
tailed for this purpose. In our opinion, this would be highly undesir- 
able, and would result in a dangerously inadequate emphasis on some 
of the most important functions of our agency. 


TRAVEL 


The Commission urges the committee that the limitation for travel 
be restored to $260, 000 as compared with the allowance in the House 
bill of $230,000. This latter amount is only $10,750 more than that 
which was provided for the current fiscal year. The additional 
amount of travel funds requested are absolutely esesntial in order to 


25300—58—pt. 1-33 





—————E—E—E————— 


512 INDEPENDENT OFFICES APPROPRIATIONS, 1959 





ermit its employees to cover the large geographical areas in which 

eld investigations are conducted, administrative hearings are held, 
broker-dealer inspections carried on, and assistance rendered to the 
Department of Justice in the prosecution of criminal cases. 

Your committee is aware, I am sure, that the unit expense of travel | 
is increasing. It is becoming nearly impossible to schedule most trips | 
by rail, and the costs of motor and air transportation are currently 
substantially higher than during past years. It must further be 
pointed out that the increase in force, the necessity for which I have 
done my best to describe to you, will require a corresponding increase 
in travel allowance, if it is to function with any degree of efficiency. 


CONCLUSION 


eT 


I would like to place two final concluding observations before the 
members of your committee. One is that the Commission’s request 
of $7.1 million represented the “bare bones” financial requirements 
necessary to enable us to conduct our operations during the fiscal year 
1959. There was no padding of our budget, and no fat that could 
be sliced off without serious effects on our work. The Commission is 
continuously engaged in review of its estimates in order to make sure 
that it is operating in the most efficient manner under its appropria- 
tions. As late as last week, the Commission reviewed its estimates 
for the fiscal year 1959, and has found that it cannot revise these 
expenses downward. We are proud of our employees and of their 
standard of performance. If we are not adequately staffed, all we can 
do is spread them thinner. They cannot work any harder or more 
efficiently. The result will inevitably be to the prejudice of the 
investing public. 

My second thought is this: I believe it would be a tragic mistake 
to allow the hard-earned confidence of the investing public to be af- 
fected by thus curtailing the effectiveness of the Commission. The 
Commission is convinced that effective policing of the securities in- 
dustry and active enforcement of the antifraud provisions of the 
statutes by the Commission constitute a vital public service which 
cannot be neglected in our financial society as it is presently consti- 
tuted without endangering the stability of the capital markets and 
adversely affecting business recovery. 

I am here at your service to answer any questions, and I have my 
staff with me. 

HOUSE ALLOWANCE 
' 


Senator Macnuson. Mr. Gadsby, the House in their report said the 
committee is providing $6,800,000, which is $300,000 less than the 
estimate, but an increase of $100,000 over 1958, and the increase will 
provide 15 new employees and the entire number approved is for the 
Commission’s field staff. 

Mr. Gapssy. That is right. 

Senator Magnuson. They are impliedly suggesting that you have 
enough people in Washington, and that you should put these new 
people in the field. You want 48 more. Where will they be? 
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PROPOSED LOCATION OF REQUESTED PERSON NEL 


Mr. Gapssy. Twenty-seven of them will be in the field. 

Senator Magnuson. And that would make 21 extra here? 

Mr. Gapspy. That is right. 

Senator Maanuson. So the total of 27 and 15 will be 42 out in the 
field and 21 here; is that right? 

Mr. Gapssy. Yes. We, of course, have functions that we cannot 
ignore, which are centered here in Washington, and to insist that all 
of our new men and personnel be put in the field is completely unreal- 
istic. 

Senator Dirksen. Actually, your evaluation work has to be done 
here; doesn’t it ? 

Mr. Gapssy. All of the work on new registrations is conducted in 
Washington, for example. A great deal of the work in chapter X 
is conducted in Washington. Almost all of the work under the Public 
Utilities Holding Act of 1935 is conducted here in Washington. That 
is entirely aside from the necessary statistical work, all of which is 
done here in Washington, and coordinating the activities of the field 
offices which has to be done in Washington. 

Senator Magnuson. You want four more lawyers here. You have 
26 now and you want 4 more. 

Why do you need more for here in the office of General Counsel ? 
You have 26 and you want 4 more. 

Mr. ScuemenneEtm. No, 26 was the 1957 figure, I believe, sir. 

Senator Magnuson. Twenty-nine; you only want 1 more? 

Mr. ScuemeNHELM. Yes, sir; that happens to be a clerical position, 
Senator. That will bring it up to 30. 

Senator Magnuson. But most of your increase for Washington is 
in the branches of corporate analysis and examination. 

Mr. Scuemennetm. That is correct. 

There are eight positions that are part of the full disclosure pro- 
gram here in Washington. 

Those are in the Division of Corporation Finance. They are finan- 
cial analysts. There are 3 attorneys, in connection with investiga- 
tions and the civil and criminal proceedings we have been talking 
about, in the Division of Trading and Exchanges, 2 on the program 
of investment-company inspections, 1 attorney in Chapter X pro- 
ceedings, the bankruptcy proceedings, 1 in the Office of Opinion Writ- 
ing, that is 1 attorney, 1 hearing examiner to hear these cases, and 
then we have 5 minor positions grade 3 and less, clerical and mes- 
sengers, making a total of 21 positions we are asking for in Wash- 
ington. 

Senator Magnuson. How much of your personnel is under civil 
service? All of them except the lawyers? 

Mr. Gapspy. All except the lawyers and a few positions such as 
legal assistants to the commissioners. 

Senator Macnuson. We have a letter from Commissioner Hastings 
which we will put in the record in full. 

(The document referred to follows :) 
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SECURITIES AND EXCHANGE COMMISSION, 
Washington, D. C., April 28, 1958. 
Re 1959 appropriation 
Hon. Cart Haynpen, 
Chairman, Appropriations Committee, 
United States Senate, Washington, D. C. 


My Dear Senator Haypen: Contrary to the relatively passive position taken 
in recent years when our requested appropriation was reduced by action of the 
House of Representatives, this year we feel compelled to make an extraordinary 
effort to obtain full restoration from the Senate. 

The House reduction amounts to $300,000 making a total reduction of $700,000 
from our original budget request as may be deduced from the House committee 
report. We will make as persuasive a showing as possible before the subcom- 
mittee of your Committee on Appropriations when we appear before it next 
week, and I will not therefore bore you with the multitude of supporting statis- 
tical details which will then become a part of the record. Permit me, however, 
to bring to your attention two rather significant facets of our administration 
which may not have been heretofore emphasized but which provide concrete ex- 
amples of our current critical shortages. 

At the end of fiscal 1957 there were 978 open investigations in our pending 
files. This represented an increase in the backlog of 165 cases for the year 
and is consistent with prior backlog increases of approximately 150 cases per 
year. More important than the numerical increase, however, is the fact that 
the backlog is composed principally of docketed cases. This means that the 
preliminary investigations, which are of a relatively simple nature, are being 
disposed of at almost the same rate as new cases are opened. Approximately 
80 percent of the annual load increase, however, is in the category of cases 
requiring the greater amount of time and attention: these will involve more 
man-hours and require utilization of our more highly skilled employees. A 
large measure of the prophylactic effect and investor protection of the various 
statutes which we administer is, of course, lost when investigations are not 
followed through to their ultimate conclusion within a reasonable time—or 
never. 

Another aspect of our work involves the regulation of investment companies, 
which have been increasing in size and number at an unbelievable rate in recent 
years. There are approximately 325 active registered investment companies 
with assets now totaling $14.5 billion (as compared to $1 billion when the law 
was enacted in 1940). Of those, 164 companies which are members of the 
National Association of Investment Companies are reported to have assets of 
$10.5 billion and are distributed among 3.3 million investor accounts (as com- 
pared to 10 million investors owning shares on registered stock exchanges which 
we regulate under the Securities Exchange Act of 1934.) Sales of investment 
company shares to American investors for the calendar year 1957 reached an 
astounding total of $1.42 billion, and new investor accounts were being opened 
at the rate of 400,000 per year. Accumulation plans, whereby the investor makes 
recular repetitive acquisitions, were being started at the rate of 228,000 per year. 

Prior to the enactment of the Investment Company Act of 1940 there was some 
discussion as to limiting the ultimate size to which the company might grow. 
$150 million was then considered as a reasonable limitation. However, Con- 
gress ultimately decided not to impose any such limitation but, in lieu thereof, 
to permit this commission to make a study of the impact of size upon the opera- 
tion of the investment companies and the capital markets. Such a study is 
actually in progress on a piecemeal basis, which is the best that could or can 
be accommodated under our budget. It is significant, however, to note that 18 
registered investment companies have already exceeded the $150 million asset 
level, that 5 have exceeded the $500 million asset level, that 2 have exceeded 
the $1 billion asset level and 1 has exceeded a $2.5 billion asset level. is 

In most jurisdictions investment companies receive little or no supervision 
other than that which is administered by this Commission at the Federal level. 
It is inconceivable that banks and insurance companies having custody of similar 
amounts of money representing funds of more than 3.3 millions of investors 
would be permitted to opertae without periodic examination. And yet, ge 
the past 2 years we have with our limited staff been able to accomplish only 12 
inspections. In spite of this, we have by prompt action been able to effectiv ely 
preserve the assets of two companies in their entirety, having values of $213,000 


and $1.8 million respectively. 
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It is not suggested that we should examine every investment company annually 
or that we are alarmed over the industry as a whole. It is pointed out, however, 
that there is a widespread public interest and a tremendous amount of money 
involved and that this Commission stands alone as the protector of those public 
investors under the mandate of the Investment Company Act of 1940. As a 
minimum we should modestly accelerate, on a highly selective basis, the number 
of examinations to be conducted into the affairs of investment companies. 

It is not implied that the whole of the appropriation sought to be restored 
would be applied to the two above-described activities, although our investiga- 
tions procedure alone does absorb a very substantial portion of the overall funds 
available. It is intended to convey to you that our functions in these areas will 
further deteriorate without the restoration sought. Since the Congress has 
charged us with these grave responsibilities we do not feel it unreasonable to 


urge upon it that we be supplied the minimum of tolls necessary to perform our 
duties. 


I recognize that the dollar amount involved is exteremely small in terms of 
your overall appropriation responsibilities, but feel justified in imposing upon 
your time and indulgence upon the grounds that the subject matter in terms 


of public interest and investor protection is of tremendous consequence. 
Sincerely yours, 


Eart F. Hastrnes, Commissioner. 
CANADIAN PETROLEUM AND MINERAL SECURITIES 


Senator Magnuson. Are there any questions ? 

Senator Dirksen. To what extent has the work of the Commission 
been enhanced and rather aggravated by the rather sharp increase in 
petroleum and mineral securities out of Canada? 

Mr. Gapssy. That is no longer the problem that it was a couple of 
years ago, Senator. We had a very bad situation a few years ago, 
which we have attempted to get in hand and keep in hand. As I 
stated in my statement, the field offices have been able to keep on top 
of this thing by dint of extremely hard work. It requires day-to-day 
vigilance and activity to do it. We can’t ask them to do any more 
than they are doing, and they are falling behind day to day under our 
present setup. 

Mr. Hastines. Then in recent years we have worked closely to get 
the Canadian Provincial administrators to cooperate with us, and we 
have received marvelous cooperation from them. Many of the prob- 
lems that we have down here that we could not handle because we had 
no rights over the boundary have been adequately handled by them, 
or, at least, they have obtained information for us. 

So, we have a very close liaison with the Canadian administrators 
doing like work in Canada. It has helped tremendously in that 
problem you mentioned. 

Mr. Gapspy. I might say that we have during the past few months 
managed fairly definitely to close an arrangement with one of the 
Provinces which will result in a very close mutual arrangement re- 
garding brokers and dealers, whereby the Canadian brokers will be 
required to register here and our brokers there. So that, if they 
violate our laws, we revoke their registration and the Canadian au- 
thorities will revoke them there, and they will not be able to work 
either place. That is on a trial basis and has not finally been com- 
pleted. We hope it will be, and we expect, if it is completed, it will 
be of great assistance to us. 

Senator Dirksen. There is some reason to believe from some of the 
things that crept on the front page in the last year or 2 that there 
has ae an interest in financing the Swiss account in the securities 
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field here. A subcommittee, under Senator Lausche, of the Senate 
Banking Committee had a hearing or two on it. It involved the 
Penn-Texas Corp. I think some averments were made at that time, 
and some others have come to my attention. Is that on the increase 
or not? 

Mr. Gapssy. We sent a letter to Senator Fulbright in response to 
his request that we make a study of that situation. 

We did make such a study. We came to the final conclusion that 
we could not find any means by which we could be certain of reach- 
- . s . . 
ing them, short of disturbing international relations. In the Penn- 
Texas case, we found that the situation wasn’t seriously influenced 
by the interposition of the Swiss accounts. The other cases in which 
the Swiss accounts had come into the picture, there, the effect was 
equally negligible. That is not true, of course, in connection with 
securities transactions, which are sometimes cleared through them 
and come back into this country. 


DIFFICULTY OF HANDLING SITUATION 


On the other hand, we just threw up our hands at that situation 
and came to the conclusion that it involved a great deal more diffi- 
culty in tracing the transactions, true, but, nevertheless, that to cure 
it seemed to be hopelessly out of the question in view of the inter- 
national situation involved. 

Senator Dirksen. Do you anticipate a rather sharp increase in flo- 
tations, let us say, in the period of 6 months hence? 

Mr. Gapspy. It is almost impossible to tell that. For the first 9 
months of this fiscal year, the number of original issues has fallen 
down about 2 percent. The dollar amount has fallen down about 
1 percent. For the month of March, it is almost dollar for dollar 
and transaction for transaction with March 1957. What the future 
holds, I don’t know. 


DIVISION OF SMALLER ISSUES 


Senator Macnuson. You have a division of what you call smaller 
issues ? 

Mr. Gapssy. We also handle the amounts under $300,000 under 
section 3 (b) of the 1933 act. 

Senator Macnuson. Have they simplified the process a little bit? 
You will remember, a couple of years ago I brought back a lot of 
complaints from the mine operators, not complaining about your 
supervision, but they said it cost them sometimes more to make the 
application and get it through than should be necessary for a small 
operation. 

Mr. Gapssy. There are two answers to that, Senator. In the first 
place, we dont agree that that procedure is unduly complicated, and 
we feel that is a misconception on the part of the public which we 
have been attempting to explain to the public on every occasion that 
we could. 

Senator Manuson. It isn’t as complicated as they think it is? 

Mr. Gapsspy. Nowhere near as complicated as they think it is. In 
the second place, the information which is required to be filed in rela- 
tion to that is considerably less than the information that any bank 
or any lender should ask from his borrower. It is the most funda- 
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mental of information, and things which anybody should be willing to 
disclose to the person from whom they want to borrow money. 


PROCEDURE IN PROXY CONTESTS 


Senator Maenuson. How do you get into proxy fights; by what 
process ? 

Mr. Gapssy. What procedure? 

Senator Magnuson. Yes. I know you are in them. 

Mr. Gapspy. We are very much in them, but I will ask someone else 
to describe it. 

Senator Magnuson. Does someone make a complaint ? 

Mr. Gapssy. I will ask Mr. Woodside, who does it every day, to tell 
you the mechanics of it. 

Mr. Woopsipe. Senator, section 14 (a) of the Securities Exchange 
Act of 1934 provides that no person may solicit a proxy of a person 
owning a security listed on the stock exchange without complying 
with the Commission’s rules. Every year we have about 2,000 solicita- 
tions by companies who solicit proxies from security holders for all 
sorts of things from elections of directors to mergers, acquisitions, 
reclassifications, charter amendments, and that sort of thing. But also 
every year, and this year has been a particularly busy one in this field, 
there have been situations in which opposition groups have developed 
to the management of these corporations and the proxy rules apply to 
their solicitations as well as to the solicitations by management. 

When you have two opposing groups soliciting under the rules, each 
seeking to acquire control, retain control, or to get representation on 
the board of directors, a proxy fight develops and the soliciting ma- 
terial of both sides must be filed with the Coenaiaalata and with the 
stock exchange on which the stock is listed. 

Senator Macnuson. By that you mean their written material ? 

Mr. Woopsiwe. Their written material. 

Senator Maenuson. Do you have any rules if a fellow goes out early 
and solicits the stockholders ? 

Mr. Woopsipe. Yes, sir; the statute provides that a solicitation by 
whatever means is subject to the Commission’s rules. 

It is fairly standard practice, particularly in a proxy fight, for one 
side or the other, and sometimes both, to employ professional solicitors. 
Professional solicitors frequently engage in a doorbell ringing cam- 
paign to interview stockholders. 

Senator Macnuson. What is the penalty for that? 

Mr. Woopsipe. The penalty, so far as the Commission is concerned, 
really is a matter of seeking an injunction for a violation. There has 
never been a criminal case. 

Senator Magnuson. That would not be solicitation to buy the stock 
outright, would it ? 

Mr. Woopnsipe. No, sir; that would be my request of you to give me 
a proxy to vote for somebody or something. But the material from 
which people make the oral solicitations is filed with us. 

Senator Dirksen. You are interested, of course, in the compliance 
with the regulations and full disclosure of all the material and that 
sort of thing. 

Mr. Woopsiwe. Full disclosure. 
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Senator Macnuson. So that there is no misrepresentation in the 
solicitation itself. 


Mr. Gapspy. We do not care what they say, as long as they say the 
truth. 


Senator Maenuson. The hour is getting late. The committee apolo- 
gizes for having you fellows come back a couple of times. 


We have had a lot going on and we have not been able to schedule 
these or keep the schedule as well as we would like, 

Thank you very much. . 

The committee will stand in recess until Thursday morning at 10 
o’clock. 

(Whereupon, at 5: 42 p. m., Tuesday, May 13, 1958, the hearing was 
recessed, to reconvene at 10 a. m., Thursday, May 15, 1958.) 
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THURSDAY, MAY 15, 1958 


Unrrep Srares SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Ww ashington, D.C. 
The subcommittee met at 10 a. m., pursuant to recess, in room F-41, 
the Capitol, Senator Warren Magnuson (chairman of the subcom- 
mittee) presiding. 
Present: Senators Magnuson, Saltonstall, Potter, and Young. 


FEDERAL COMMUNICATIONS COMMISSION 


STATEMENTS OF JOHN C. DOERFER, CHAIRMAN; ROSEL H. HYDE, 
COMMISSIONER; T. A. M. CRAVEN, COMMISSIONER; HAROLD C. 
COWGILL, CHIEF, BROADCAST BUREAU; CURTIS B. PLUMMER, 
CHIEF, SAFETY AND SPECIAL RADIO SERVICES BUREAU; AND 
ROBERT W. COX, EXECUTIVE OFFICER (ACTING BUDGET 
OFFICER) 


BUDGET ESTIMATE AND HOUSE ACTION 


Senator Maanuson. The committee will come to order. 

For the Federal Communications Commission, for the purpose of 
the record, the 1958 appropriation was $8,365,000. 

The 1959 budget is estimated at $8,950,000. 

The House recommended $8,900,000, or a plus of $535,000 over the 
1958 appropriation, but minus $50, 000 from the budget estimate. 

The letter from the chairman will be placed in the record in full 
and any statement you wish to make we will be glad to hear. 

Mr. Doerrer. Senator, I don’t have a formal preliminary state- 
ment. Our primary concern is indicated in the letter dated April 8, 
1958. 


EFFECT OF REDUCTION 


I would like to explain it. Although the reduction of $50,000 
from the President’s 1959 budget is not crippling, the direction 
whereby the increase over 1958 was granted, totaling $600,000, con- 
tains roughly one-half or three-hundred-thousand-odd dollars to em- 
ploy additional employees in various categories that are needed for 
problems or programs that require attention. 

The House committee said that, because of the backlog in the 
Broadcast Bureau and the Bureau of Safety and Special Services, 
we should divert all increases intended for other purposes to reduce 
the backlog in those areas. 

This would seriously cripple these other bureaus and departments 
and the other work that we have to do. 
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I wish to stress that the Commission would not be able to devote 
sufficient manpower to adequately prepare for the International Radio 
Conference to be held during the year 1959. As you know, that is a 
very important conference. 

enator Macnuson. Where is that going to be held? Could you 
tell us? 

Mr. Cowertu. The present plans are for Geneva. The Polish Gov- 
ernment has invited the conference to Warsaw. 

Senator Macnuson. The two places are being considered ? 

Mr. Cowerm. That is right. 

Mr. Dorrrer. Among other important things, of course, is the fact 
that we would fall further behind in analyzing the effects of new 
techniques and equipment. 

I think this committee appreciates that part of the problem of the 
Federal Communications Commission is that once a technique is 
adopted or equipment is in the hands of the public, many times it 
thwarts any efforts to effect a more efficient and equitable system. 





HOUSE LANGUAGE 


Senator Macnuson. In other words, the House language reads: 


The bill provides $8,900,000 for this commission, which is a $600,000 increase 
over 1958. 


I do not know where they get the $600,000; it is $535,000 in our 
figures. 

“Mr. Cox. The reference to the $600,000 does not take into account 
the supplemental we received subsequently for salary increases for 
engineers. 

Senator Magnuson. Then they go on to say that: 


The increase includes 45 additional positions in 1959 over the current year, 


and then they direct you to apply the 45 additional positions. They 
say: 


which are to be applied to eliminate during the year the backlog in AM and 
safety and special radio services activities. 
In other words, in effect, the language would direct you to take 45 
of the new positions created and put them specifically into 1 field. 
Mr. Dorrrer. Two fields. 


Senator Magnuson. Yes; two fields of activity. 
Mr. Dorrrer. At the expense of other activities. 


MODIFICATION OF HOUSE LANGUAGE REQUESTED 


Senator Magnuson. It is a limitation on your new employees by 
cataloging them into certain activities. Other than that, you are not 
asking for any restoration at all ? 

Mr. Dorrrrr. No; we do not think that asking for restoration of 
$50,000 is worth a fight. That is the type of thing we can live with. 
We would like to have it and we could use it effectively. 

Senator Magnuson. But you would like to change this House lan- 
guage, as I understand it from your letter, the House language direct- 
ing these 45 additional positions, to give you more flexibility in using 
them ? 

Mr. Dorrrer. Yes. 
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It is not binding, but we do try to pay our respects to any directives 
which are issued by the committee. 

Senator Macnuson. Is it not correct that some of these activities 
vary, you have to have flexibility? The workload might be greater in 
one for a given period and less in the other, and then you shift? 

Mr. Dorrrer. That is true. 


BACKLOG SITUATION 


Senator Magnuson. How are you coming along with the backlog? 

Mr. Dorrrer. Not too well. I think we have gotten to the point 
where we are holding our own. Whether or not we will make much 
progress in production is questionable. 

Mr. Cowgill, would you care to comment ? 

Senator Magnuson. Why is that ? 

Mr. Cowattu. We have a backlog of roughly 800 applications. It is 
between 101% and 11 months after an application is filed before it is 
either granted or set for hearing. This backlog has been growing over 
a 4-year period. 

Each month we receive about 40 and get rid of about 30. 

Senator Magnuson. Are these in AM and special applications, or 
just AM and television together ? 

Mr. Cowatiu. I am speaking of AM only, applications for new sta- 
tions and major modifications. That constitutes roughly a full years 
backlog of applications. 

On a projection of a rate of production that the staff would have, it 
would take another year to get current if we had the staff sufficiently 
augmented. 

Senator Magnuson. This increase dollarwise will give you a few 
more positions so that you can get at this —— 

Mr. Cowart. Yes. The discussion with Representative Thomas 
in the House committee pursuant to his inquiry was that if we added 
about 10 engineers, which would take about $100,000 a year, with 
the extra clerical employees with them, it would give us an oppor- 
tunity to work this backlog off in 1 year. 

By the end of calendar 1959, a year from this June, we would be 
substantially current. Without these additional people, we may still 
have to live with a considerable backlog. 

Senator Magnuson. Much of that is for special use of the AM band; 
is it not? 

Mr. Coweru. No; this is all straight AM, new applications and 
modification changes such as increases in power. 

Senator Magnuson. Instead of dropping off, they are still con- 
tinuing. 

Sie, Caneieits They are continuing year after year at a steady 
growth. 

PROBLEM IN SPECIAL SERVICES 


Senator Magnuson. What about the special services? 

Mr. Cowartu. Mr. Plummer can speak on that. 

Mr. PtummMenr. First, let me say that in special services, aviation, 
marine, and so forth, we have a seasonal problem. It is down in the 
winter and up in the spring and summer months. 
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This budget is made up on the basis of how well we will end the 
fiscal year. 

At the present moment we are running at about a 6 weeks’ backlog. 
At the end of this fiscal year we will have about 714 or 8 weeks’ 
backlog. 


This budget for 1959 is made up with a 12-week backlog at the 
end of 1959. 

In other words, it is a “slipping back” budget by a few weeks. I 
think that is what bothered Mr. Thomas. 

Senator Maenuson. Would it not be true that if this limitation 
were taken out, this direction, you would still use a number of your 
new employees for these particular new services that are falling be- 
hind or holding their own ? 

Mr. Ptumer. Yes, it is a matter of degree. The budget is made 
up to end 1959 with a 12-week backlog and we estimated an increase 
of roughly 9 employees for application processing to end the year 
with a 30-day backlog instead of 12 weeks. 

Senator Maenuson. In other words, you say your budget is made 
up so that in fiscal 1959 you hope to get down to only a 30-day backlog? 

Mr. Pirummer. No; our budget is not made up that way. 

Senator Maanuson. Is that because of a reduction of the $50,000? 

Mr. Prummer. No; that is because of the way the House rearranged 
it—diverted money from other functions. 

Senator Maenuson. If that language was out, what would be your 
backlog? 


Mr. Prummer. We would end up with a 12-week backlog. 


INITIAL REQUEST 


Senator Macnuson. Why did you not ask for enough to take care 
of the whole backlog so that you can keep current ? 

Mr. Pium™er. Our budgets for a long time—— 

Senator Macenuson. Did you ask for more and they cut you down? 

Mr. PrumMer. Yes. 

Senator Magnuson. How much would you need to take care of a 
backlog in these two particular fields that the House was a little con- 
cerned with? 

Mr. Prummer. I will give you the same analysis that I gave to 
Mr. Thomas in the House. Those are additions to get it down to 8 
weeks, 6 weeks, and 4 weeks. 

Senator Magnuson. I see, you have it cataloged ? 

You need $41,000 to get it down to 8 weeks, according to your best 
estimate, $63,000 to 6 weeks, and $85,000 to 4 weeks. 

Mr. Prummer. Right. 

Senator Magnuson. I suppose it would be $110,000 to get it cur- 
rent ? 

Mr. Prummer. Well, to get really current you would have great 
difficulty. Most everybody considers 30 days as current or current 
enough. 

Senator Macnuson. I think they would be very happy if they had 
30 days. 

I would like to put this in the record so that we may have it. 

(The information referred to follows :) 
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The following information is provided in response to Chairman Thomas’ 
earlier request for figures showing the amounts required to reduce backlogs in 
the Safety and Special Radio Services. 

In addition to the amounts requested in our 1959 budget the following amounts 
would be required to reduce the backlogs to— 

8 weeks: 


AGAMonal employees (7:1) 6. 3 ed et Bh ae $35, 493 
Parntture and supplies..2200 i rs Ok 6 es 22 SNe Se 3, 506 
Orvil-eervice retirement fuméin Coe ee a 2, 307 
HOCH ge ne ee ee eee ee 41, 000 

6 weeks: 
AeGiHonal emmoyers t1G) ee Se ee 54, 489 
Pareisure: Git HE nn ee ee eee a ee 4, 968 
Civil-see view TetipeRent Time i eee cieeeecnnaeiamiaceitien 3, 543 
TOI oid oepedte tte ta uta pen 63, 000 

4 weeks: 
soracnal empeyees (147) 2. ee ee eee 73, 485 
PUreirere and See aan 6, 738 
Civil-service retireniont ford. ee ee ee 4, 777 
CUE goa ice oa cl rset ce aes eee a ee ee ee 85, 000 


LETTER FROM THE CHAIRMAN 


Mr. Cowen. The same general thinking would apply to AM 
broadcast. Our regular budget, for example, provided for only two 
extra people in this AM processing. It was not designed to reduce 
the backlog. 

Now, for us to reduce that backlog we, too, would need more money, 
$111,000. 


Senator Magnuson. Of course, that involves people, more people. 

Mr. Cowern. Yes. 

Senator MacNnuson. I do not know where you will put them down 
there. 

We will put the letter of Mr. Doerfer in full in the record, with a 
summary from your justifications. 

(The letter and summary referred to follow :) 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D. C., April 8, 1958. 
Senator WARREN G. MAGNUSON, 
Chairman, Appropriations Subcommittee on Independent Offices, 
United States Senate, Washington, D.C. 

Dear SENATOR MAGNUSON: I have your letter of March 21, 1958, inquiring as 
to whether the Federal Communications Commission desires to request the Senate 
to make changes in the Commission’s portion of the Independent Offices appro- 
priation bill for 1959. I have delayed answering your letter because of the fact 
that the House action on our budget creates very difficult problems and I have 
been somewhat at a loss as to what sort of appeal to make to the Senate. 

As you are aware, the House cut $50,000 from the President’s budget for the 
Commission. This in itself, of course, is not an extremely serious matter. Asa 
matter of fact, if this were the only problem facing us in this connection, I would 
simply make the point that the Commission could make effective use of the $50,000 
in the public interest but would not be inclined to make a strong appeal for the 
Senate to restore the amount. 

There is, however, a more serious problem arising from the report of the House 
Appropriations Committee. Since it is short I quote below the entire text of the 
portion of the report having to do with this Commission. 
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“The bill provides $8,900,000 for this Commission, which is a $600,000 increase 
over 1958 and $50,000 less than the budget estimate. The increase includes 45 
additional positions in 1959 over the current year which are to be applied to 
eliminate during the year the backlog in AM radio and safety and special radio 
services activities.” 

Our problem is this: If we follow the House report, application processing in 
both AM radio and safety and special radio services will be much better off than 
contemplated in our budget, but the other equally essential activities of the Com- 
mission will be susbtantially reduced below our 1959 budget request. While we 
have no quarrel with the wisdom of the House in its view that it would be very 
desirable to become current in those two vital areas, we are greatly concerned over 
the fact that the House puts us in a position of making funds available for these 
two activities at the expense of the other essential activities of the Commission. 

In the House subcommittee hearings we were asked to submit for the record 
an estimate of the amount of money required to become current by the end of 
1959 in these two areas of our work. We informed the committee that we 
would need approximately $196,000 more than provided in our budget request 
to accomplish this goal. In its report the committee stated that “45 additional 
positions” were being provided for this purpose, but it did not provide the addi- 
tional funds required to finance the effort. On the contrary the committee went 
further and reduced our total financial request by $50,000. The actual effect, 
therefore, of the House action, as contemplated by the committee, is to grant 
$196,000 more than contained in the President’s budget for these two activities, 
but to reduce funds available for the balance of the Commission’s program by 
this amount plus $50,000, or a total reduction of $246,000 in other activities. 
The overall effect of the House action would be to permit no increase at all 
over the current year in the other important areas of the Commission’s responsi- 
bility in spite of increasing problems and workloads. 

If we follow the views of the House Appropriations Committee in utilizing 
our appropriation, a considerable number of vital needs will have to be slighted. 
The Commission will not be able to devote sufficient manpower to preparation 
for the international radio conferences to be held during 1959. The Chief En- 
gineer’s office will fall further behind in analyzing the effects of new techniques 
and equipment. Our field staff will not be able to handle the additional sub- 
stantial workloads imposed by Public Law 985, which requires inspection of 
small boats. Our common carrier staff will drop back still further in its con- 
stant struggle to keep abreast of the most pressing regulatory problems and 
will not be able to proceed adequately with several important investigations, 
including the proceedings on the private line telephone and telegraph tariffs and 
the Bell system lease-maintenance tariff. The General Counsel’s office faces 
very heavy workloads in litigation and without the increase requested in the 
President’s budget will find it difficult if not impossible to keep up with this 
unavoidable work, and we are already being criticized by the courts because 
we often are unable to meet filing deadlines because of insufficient staff. 

As we indicated to the House committee, we agree that an additional 
$196,000 could be effectively utilized in getting the backlog in these two areas 
down to manageable size ; however, we feel very strongly that this should not be 
done at the expense of other vital Commission activities. 

We recognize that we are not legally bound by the House committee report 
and that we could proceed to use our appropriation in 1959 to work out the 
best balanced program possible to meet most vital needs; however, it has always 
been our policy to heed committee reports wherever possible. We are calling 
this to your attention with the hope that the Senate may see fit to assist us in 
his problem. 

Sincerely yours, 


JoHN C. DoeRFER, Chairman. 
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JUSTIFICATIONS 
TABLE A.—Summary of requirements for personal services and other objects, by 
activity 
1957 actual 1958 estimate 1959 estimate 
Activity Aver- Aver- Aver- 
age Amount age Amount age Amount 
employ- employ- employ- 
ment ment ment 
1. APPLIED TECHNICAL RESEARCH AND 
FREQUENCY ALLOCATION | 
A. Personal services: 
1. Planning and administration___| 5.1 $47, 939 4.4 $47, 991 4.7 $39, 340 
2. Technical research and rules. __- 20.0 154, 601 22.5 | 170, 053 24.5 191, 614 
3. Experimenting, testing and 
NINE 6 iid en cconcheuncnas 13.9 98, 080 13.2 102, 318 15.2 113, 278 
4. Frequency allocation and 
SARs Gilnes inte aatendaae 29.4 194, 025 31.9 212, 456 32.9 219, 408 
Total_- 68.4 494, 645 72.0 532, 818 77.3 563, 640 
B. Other objects ; i 56, 013 |__..__- 81,938 |____- 93, 699 
Total obligations...........-_- 551,558 |........| 614,756 |... 657, 339 
Il. RROADCAST | 
A. Personal services: 
1. Television: | 
Broadcast Bureau 50. 4 314, 557 50.7 | 322, 579 | 53.0 335, 629 
Hearing Examiners 9.2 73, 829 | 8.5 69, 676 9.1 74, 995 
Opinions and Review__- 12.5 87, 269 12.8 | 87, 790 10.1 73, 184 
Dockets 6.1 | 24, 765 | 6.1 | 24,715 | 6.1 25, 191 
Total, TV-. 78.2 500,420 | 78.1 504,760 | 78.3 508, 999 
2. AM: Wak. ie 8 ice al en ae ai 
Broadcast Bureau | 94.9 612,506 | 94.8] 603,164 97.3 616, 164 
Hearing Examiners. | 9.7 77,841 | 12.7] 104, 103 13.6 112, 081 
Opinions and Review_......| 10. 69, 554 | 12.8 | 87, 790 18.5 134, 051 
Dockets ! 4.3 17, 558 4.2 17, 002 4.2 17, 344 
<0 he 118.9 777, 459 124.5 812, 059 133.6 879, 640 
ES ———SSS SESS ee eee 
3. FM: Broadcast Bureau_- 10.7 66, 781 12.3 | 78,259 11.0 69, 658 
4. Auxiliary, experimental, devel- | | 
opmental, ete.: Broadcast | 
Bureau 6.0 | 37, 447 | 7.0 | 44, 538 7.3 46, 228 
5. Network followup. - | | 5.9 | 3,577 | 10.0 65, 765 
6. Network study- | 114, 975 | 3.9 | 31, 649 | 
Total, personal services. _- | 1, 497, 082 231.7 | 1, 514, 842 240. 2 . 1, 570, 290 
B. Other objects: | | 55- ae 
Broadcast Bureau | 42,681 |_...-- 113, 826 | 160, 173 


Network study-.- 


Total obligations 


Ill. SAFETY AND SPECIAL RADIO SERVICES | 


A. Personal services: 
1. Amateur and disaster 
2. Aviation 


3. Industrial __- --- ‘ted 
4. Land transportation - - 
5. Marine.... 


7. Enforcement 


9. Opinions and Review 
10. Dockets... 


eS. fo eee 
8. Hearing Examiners. ..-..------| 


Box 
oa 


16. 


s% 
oo 


SIWNIRMOURON 


Total, personal services_-....-..- | 427.0 
Te, GET GRU on 6s db cn vide snccetenn sees 
DURE CI ce ccccktemnendnccnbn pated | 

t — 


21,310 | 9, 705 


1, 561, 073 | 


1, 638, 373 


| 
| 


18.3 | 


106, 181 105,871 | 19.1 
125,688 | 19.8 126,658 | 20.9 
174,671 | 30.1} 181,572) 36.1 
110, 584 16.2 111, 583 17.2 | 
153, 766 24.6 | 157,882] 27.4} 
86,456 | 15.0} 86,778 | 17.3 
25,535 | 4.0] 28,326} 4.0] 

5, 617 7] 5, 656 | a 

2, 087 | .5 | 3, 429 .5 | 

2, 842 “a 2, 867 7 
793,427 | 129.9 810,622 | 143.9 

44,343 |.......- 70, 344 }........ 
qn, 770 |......-; | 880,966 | _. 








1, 730, 463 


110, 664 
133, 258 
207, 295 
113, 746 
173, 144 
100, 740 
29, 483 
5, 769 

3, 623 
2, 89% 


880, 613 
111, 824 


992, 437 
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TaBLE A.—Summary of requirements for personal services and other objects, by 
activity—Continued 















































1957 actual 1958 estimate 1959 estimate 
Activity Aver- Aver- Aver- 
age Amount age Amount | age Amount 
jemploy- employ- employ- 
ment ment |} ment 
IV. FIELD ENGINEERING AND MONITORING 
A. Personal services: | 
PIII cocci to cse us 161.0 $970, 000 161.0 $964, 000 161.0 $969, 500 
2.. Beaforcement................. 7 129.0 790, 000 131.2 784, 159 144, 2 867, 607 
3. Application processing - -- --- } 49.0 279, 253 49.0 | 278, 353 49.0 280, 300 
4. Hearing Examiners. ---------- <a 802 = 808 aa 824 
5. Opinions and Review-.--------- .6 4,173 .6 4,115 .6 4, 348 
Total, personal services ---.----- 339. 7 2,044,228 | 341.9 | 2,031,435 | 354.9 2, 122, 579 
Ber er ioc cence wes ce bwckn wns gusden 413, 696 |_...-- 545, 418 b j----~---) 747, 560 
EN rein Sete deasne lc teswes 2, 457, 924 se aceeld 2, 576, 853 | abut = 870, 139 
V. COMMON CARRIER eet, er oe y r 
| 
A. Personal services: | 
1. Domestic telephone communi- 
cations: | 
(a) Rate regulation-__-_-_-_-- 51.9 369, 405 54.0 380, 231 56.4 | 402, 887 
(6) Service regulation 7.4 52, 856 7.7 54, 218 | 8.1 | 57, 861 
2. Domestic telegraph communi- | 
cations: 
(a) Rate regulation. ______- 11.4 81,159 | 11.9} 83,791 | 12.4} 88, 578 
(6) Service regulation __-__- 9.5 | 67, 807 9.8 69, 005 | 102 72, 863 
3. Domestic radio communica- | | | 
tions: (a) Service regulation. 7.9 56, 716 8.2 | 57, 739 | 8.5 60.719 
4. International communications: | 
(a) Rate regulation } 10.1 71. 877 10.5 73, 934 10.9 77, 863 
(6) Service regulation | 13.5 | 96, 311 140) 98, 578 | 14 6 4, 294 
5. Statistics pe eco es 3.7 | 26, 474 | 39} 27, 461 3.9 | 27, 859 
6. Hearing examiners 2.0 16, 051 2.5 | 20, 202 | 3.0 24, 724 
7. Opinions and review 1.0 6, 955 | 1.5 10, 287 | 1.5 10, 869 
8. Dockets---__-- 1.0 4, 060 | 1.0 | 4, 096 1.0 | 4, 129 
Total, personal services___- 11¢ 4 | 849, 671 125.0 | 879, 542 130. 5 932, 646 
er Oia eset kt ores 35, 920 ae 81, 748 |_- 96, 322 
Total obligations.................-- bicmemepch  SUMIE: ccssticead 961, 200° Lecce 2OEO0 
VI, EXECUTIVE, STAFF, AND SERVICE | | . | el 
| 
A. Personal services: 
1. Offices of Commissioners i 48.3 | 447, 156 46.5 441, 836 | 48.0 462, 386 
2, Office of Reports and Informa- | 
tion | 3.5 | 24, 772 4.0 | 27,710 | 4.0 28, 144 
3. Office of Administration..__.___.| 78.8 390, 710 78.8 399.044 | 78.5 402, 136 
4. Office of General Counsel _-_-.._- 26.6 179, 768 30.6 | 199,159 | 32.6 220), 082 
5. Office of Secretary..........-...-| 45.3 | 197,989 | 45.9 | 204, 349 46. 2 207, 484 
Total, personal services_--__- 202.5 | 1,240,395 | 205.8 1, 272, 098 | 209.3 1, 320, 232 
Phy Ue ORB Sonne ni seine cus 290, 933 346, 664 | 350, 422 
5 i rs nsihinetaes 
Total obligations. _...............- 1, 531, 328 1 618, 762 | 1, 670, 654 
Total, personal services. ................-- 1,084.2 | 6,919. 448 (1, 106. 3 |} Ft 7, 041, 357 {1,156.1 | 7, 399, 000 
Total, other objects............- = a Z 995, 796 : 1, 258, 643 |_- _.-| 1,560,000 
ET - —_ - ee | - — oo - - 
TOG Greet GareenetON. 6c oo in cc een) ccccckse | 7, 825, 244 |........] 8,300,000 |_....._.} 8, 950,000 


i { \ 


DUPLICATION IN GSA AND FOC UTILITIES FIELD 


Senator Magnuson. Now, I want to ask one question. In the 
House, Commissioner Hyde, we have had some problems over here on 
the question of duplication in the public utilities field between GSA 
and FCC. We went into it at some length the other day with their 
division, in the SAGE case and in the other cases. 

Although there was no criticism of either of the FCC or CSA in the 
SAGE matter, much of the criticism was directed to their going 
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into the local public utilities cases in the various States which caused 
a lot of controversy. 

The question was asked by 2 or 3 of the Senators who were here, 
whether or not there was any duplication involved in their work, say, 
in the SAGE case, or in the FCC’s obligation and duty in going in 
there. 

Mr. Hyper. I think the question was raised because funds are re- 
quested by this user organization, if I may identify them that way, to 
prepare evidence as to what would be the appropriate rate of pay- 
ment. 

That, on its face, would seem to be a duplication of the work of 
FCC because in interstate rate matters it is our function to see that 
rates are just and reasonable. 

We undertake to discharge that responsibility with the means at 
hand and to protect consumers, whether or not they are represented 
in any proceeding. If they are represented, they conceivably could 
contribute some benefit of the studies they make from their viewpoint, 
but in the last analysis it is the function of the Commission to 
make 

Senator Macnuson. But you do not go into State cases, do you? 

Mr. Hyper. We do not. We have on occasion, pursuant to some 
principles set out in the Communications Act, given assistance to 
State commissions, if they ask us. 

Senator Magnuson. You do not take the initiative and go into 
State cases ? 

Mr. Hype. No, sir; we would not. 

Senator Magnuson. Which GSA does? 

Mr. Hyper. I suppose that they as users may have an interest in 
local rates as well as interstate. 

Senator Magnuson. The Government is one of the big users in 
all these cases. Naturally the problem here is to the extent of how 
far they go, whether they go in to see that the Government is not 
discriminated against, or go in to duplicate the work of the Commis- 
sion’s engineers and all the other people that are involved in these 
complicated rate cases. 

But there was no duplication in that particular instance so far as 
you know, in the SAGE instance ? 

Mr. Hype. No. 

Senator Magnuson. Do you have anything further to put in the 
record ¢ 





RESTORATION REQUESTED 


Mr. Cox. To summarize our figures, to become approxims ately cur- 
rent in the two fields about which you were inquiring, we feel that 
the total appropriation allowed for the FCC would have to be $9,146,- 
000 instead of the $8,900,000 allowed by the House. That restores the 
$50,000 cut and—— 

Senator Magnuson. What is that figure ? 

Mr. Cox. $9,146,000. 

Senator MaGnuson. Or an increase over the House figures of 
$146,000 ? 

Mr. Cox. No, sir; $246,000 over the House figure. 


25300—58— pt. 1——34 
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FURTHER DISCUSSION OF DUPLICATION IN GSA AND FCC UTILITIES FIELD 


Mr. Dorrrer. In respect to the GSA request, the only observation I 
want to make is that I think this committee or Congress should ex- 
— and determine whether or not there would be a duplication in 
that. 

We are in the rather embarrassing position of attempting to state 
beforehand who should or who should not be permitted to participate 
in a rate case. 

But I do wish to make this observation, that where you have the 
same entity as represented by the FCC and the GSA representing the 
United States Government, that obviously there hn not be any 
duplication of either effort or expense. 

I think that GSA should be permitted to present any evidence which 
would show special consideration or give us factual information, or to 
help us avoid unreasonable discrimination. 

As we get into other matters, it is quite possible there would be 
duplication. 

The cost in money, of course, is quite a problem. 

Speaking for myself, I would like to have the Federal Communica- 
tions Commission have more money for the Common Carrier Bureau. 

Let me make this further observation, and that is they can be help- 
ful and they also can be quite a hindrance, depending on how they con- 
duct themselves and what the theory of their cases is. 





PRIMARY RESPONSIBILITY WITH FCC 


I feel that the primary responsibility with respect to some of the 
major issues is that of the Federal Communications Commission. 

Senator Macnuson. Obviously the SAGE case would be one where 
even if there was some duplication the FCC and General Services 
should be in it. 

Mr. Dorrrer. I am apprehensive about. being able to document this 
next remark. That is, you have to consider if you are going to give 
another governmental agency an appropriation and that agency draws 
upon our staff to supply them constantly with material, to what extent 
is there duplication, and does it take away from the effectiveness of our 
staff. 

I might say the same thing with respect to the company. The Fed- 
eral Communications Commission staff calls upon the company to 
supply a good deal of material and information. If the company is 
required to furnish the same material to not only GSA but to others, 
you can see that prompt expedition of the rate case is liable to be hin- 
dered. | 

That is not to say that they should be excluded from participation. 
There are certainly some matters that they could develop which would 
be very helpful. 

The only point that I really want to conclude with is that I think it 
is up to Congress to question carefully to see that there is no unnec- 
essary duplication. 

Senator Magnuson. Sometimes duplication in these cases causes 
delay and delays are costly and the user pays for it in the long run, 
whatever the cost of the delay is. 
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Crvu, Derense Funcrions or Feperat AGENCIES 
DEPARTMENT OF LABOR 


BUREAU OF EMPLOYMENT SECURITY 


STATEMENT OF ROBERT C. GOODWIN, DIRECTOR 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Pusiic HeattH SERVICE 


STATEMENTS OF DEAN A. SNYDER, DEFENSE COORDINATOR; JOHN 
D. PORTERFIELD, M. D., ASSISTANT SURGEON GENERAL; AND 
JOHN W. HAMBLETON, BUDGET EXAMINER 


FEDERAL CIVIL DEFENSE ADMINISTRATION 
STATEMENT OF LEWIS E. BERRY, DEPUTY ADMINISTRATOR 


DELEGATED FUNCTIONS 


Senator Magnuson. We have another item here which has been 
causing difficulty, which needs to be cleared up so far as the commit- 
tee is concerned on the question of the delegated functions from the 
Federal Civil Defense Administration or ODM, or both. 

Now, the Department of Labor is here, I understand, Mr. Goodwin, 
Mr. Hudson and Mr. Seiff. 

Also Health, Education, and Welfare, Dean Snyder, and Dr. Por- 
terfield. 

The committee does not want to question you too much on this, but 
we want it cleared up so that we will know where we are on this mat- 
ter, so we will be glad to hear from the Department of Labor first. 


FUNDS FOR DEPARTMENT OF LABOR 


There is $1,330,000 for the Department of Labor. 

In that case, is that your budget or civil defense ? 

It was in your budget and now it has been taken out and put in as 
an estimate in civil defense ? 

Mr. Goopwin. Yes. 

As a matter of fact, we have taken it out of the other budget recently 
because of the language that was put in the House committee report. 
It should come before this committee. 

Senator Magnuson. In the Department of Labor budget you had 
a total of $1,540,200. 

Mr. Goopwin. Yes, sir. They permitted part of that, Senator, on 
the basis it was the regular function of the department. 

Senator Magnuson. So that you are only delegating $1,330,000? 

Mr. Goopwrn. That is right. 

Senator Macnuson. The difference would be your regular functions 
anyway. 

Mr. Goopwin. That is right. 

Of the $1,330,000, $1,287,000 is for State grants; in other words, the 
State employment security agencies, in order that they may be pre- 
pared to meet their obligations as part of the total manpower in the 
country. 
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Senator Magnuson. How are they made, outright grants or is there 
we | matching? 

Mr. Goopwin. There is no matching. 

The employment security system is financed 100 percent by Fed- 
eral funds. Grants are made by the Secretary of Labor to the in- 
dividual States. 

Senator Magnuson. So that we will understand this for the record, 
we would have to put into the Civil Defense Administration appro- 
priation $1,330,000. 

Mr. Goopwin. That is right. 

Senator Magnuson. Which would be given to the Department of 
Labor for that part of their services, delegated services. 

Mr. Goopwin. That is right, sir. 


FUNDS DELEGATED FROM DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Senator Macnuson. Now, the Health, Education, and Welfare has 
$690,000. 

Mr. Hamsteron. That is right. 

Senator Magnuson. How much is in your budget for this same 
purpose ¢ 

Mr. Hamsteton. This $690,000 was in our original budget estimate. 

Senator Magnuson. Wait a minute. This is becoming very confus- 
ing. 

‘You had $820,000 in your original budget. 

Mr. Hamsieton. We had 820 000. 

Senator Magnuson. Civil Defense is going to get $690,000 to pay 
you. What is the difference for there? 

Mr. Hameteron. $130,000 we were getting this year, 1958, for dona- 
tion of surplus property for civil defense purposes from FCDA. 

The House committee decided that they would leave that in our reg- 
ular surplus property appropriation in 1959 and they reduced the 


other amounts $690,000 covered by our estimate. 


Senator Magnuson. That is a function you people will have, regular 
function ? 

Mr. Hamesteron. That is right. 

Senator Magnuson. It correlates with the civil defense? 

Mr. Hampteron. That is right. 

Sein ator Magnuson. So that you are keeping a little of the money, 
too‘ 

Mr. Hamereton. We are keeping the $130,000 that the House com- 
mittee felt should be appropriated to our department and combined 
with or regular surplus property appropriation. 

Senator Magnuson. In order to do the delegated job, other than 
that, we would have to put in $690,000 to the Civil Defense Adminis- 
tration ? 

Mr. Hamptetron. That is right, $690,000. 

Senator Magnuson. Then we have Housing and Home Finance, 
$200,000; Commerce, $315,000; Army engineers, $130,000; and Post 
Office, $250,000. Census of port terminal facilities, $930, 000, 

You could get that from the port authorities. 

Mr. Berry. Whatever they can get from them we expect they will. 
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NOT REQUESTED IN REGULAR BUDGET 


Senator Magnuson. Now, we are to understand further as far as the 
Labor, Health, Education, and Welfare is concerned, from here on in 
there will be no estimates or no applications for funds for civil defense 
delegated authority ? 

Mr. Hampteton. Not in the regular budget. 

Senator Macnuson. Then it will all come out in the open with your 
budget so that we will know what it is? 

Mr. Hamepreron. Yes. 

Mr. Dean Snyder, Defense Coordinator, has a short statement that 
he would like to make with regard to why we are requesting these 
funds. 

Senator Macnuson. I tell you what you do, if you have a descrip- 
tive statement of what you are doing, file it in the record. 

I think I understand. I don’t know what the committee will do. 
They may want to aadulies these activities. They may not question 
the amount of money it cost to do them, but they may question the 

validiy of some of the activities. 

Mr. Snyper. We have also with us Deputy Surgeon General Dr. 
Porterfield, and Dr. Shelby from our Food and Drug Administra- 
tion in the event you have some technical questions in the field. 


FEASIBILITY OF REWORKING BLOOD PLASMA 


Senator Magnuson. Doctor, Civil Defense came in the day before 


yesterday and they wanted $12 million to rework the blood plasma. 
Ts that a feasible scheme? 


Dr. Porrrrrtetp. Yes, sir; it is. 

Senator Maenuson. It is known to be all right? 

Dr. Porrerrietp. Yes, sir. There is much “good to be derived from 
the products of this plasma that can be reworked and not wasted. 

Senator Maenuson. They spend $34 million collecting it over a 

veriod of time and now they want $12 million. How long will it 
leap Are there any medical conclusions on that? 

Dr. Porrerrrevp. [ don’t have the exact duration. 

Senator Maenuson. They said 5 years. 

Dr. Porrerrtetp. I would not question that now. This has been 
worked out in connection with the medical people whom we assign 
to Civil Defense and also with our own National Institutes of Health. 

Senator Maenuson. Of course, that will make $48 million we have 
spent for blood plasma. 

Do you people buy it? 


PURCHASES FROM RED CROSS 


Dr. Porrerrievp. It can be purchased, yes, as a byproduct from the 
National American Red Cross blood program in which they charge 
only the cost of it. 

Senator Magnuson. What do you pay the Red Cross for? 

Mr. Berry. For the expense of collecting it, for the equipment they 
have to use, and that sort of thing. 


Senator Magnuson. Then it is $48 million for the expense of 
collecting it? 
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Mr. Berry. $34 million. 

Senator Maenuson. Is it 1,300,000 units? 

Mr. Berry. Yes, sir. 

Senator Macnuson. We could not figure out how you put a price 
on blood. 

Dr. PorrerrreLp. You don’t put the price on blood any more, sir. 
I helped myself through medical a 5 by selling blood to patients 
at that time, but now with the American National Red Cross program 
the blood itself is donated. 

The only costs involved are the costs connected with the drawing of 
the blood, its treatment, testing, storage, the container. 

Senator Macnuson. And now the reworking ? 

Dr. Porrerriep. Now the reworking of the blood which is too old 
to be used in its present form. 

Senator Magnuson. You think it is a good investment ? 

Dr. Porrerrietp. I think so. There is a lot of good to be derived 
from it. 

Senator Maenuson. That is a lot of money for a free product. 


FUNDS FOR MEDICAL EDUCATION IN NATIONAL DEFENSE 


Doctor, we have a letter from the American Association of Medical 
Colleges, asking for additional funds for Federal civil defense to 
support a program known as medical education for national defense. 

Are you familiar with that ? 

Dr. Porrerrietp. Yes, sir. This provides money to medical schools 
to coordinate their faculties in the teaching of civil defense and mass 
casualty aspects in the different courses in the medical curriculum. 

This has been supported in a sort of disjointed interdepartmental 
way up to now. It depends upon each of the agencies being able to 
get money to dedicate to this particular program. 

The Association of Medical Colleges feels that this is a very worth- 
while contribution to their faculty improvement and would like to see 
it continued. 

The Public Health Service is not in a position to contribute any 
money to this purpose out of our regular funds. 

Senator Macnuson. As I understand, what you have been doing 
with civil defense is getting the faculty coordinater or part-time facul- 
ty member to teach the whole faculty. 

Dr. PorrerrreLp. Teach and work with the rest of the faculty on 
getting these aspects. 

Senator Magnuson. Why could not a fellow from your department 
do that? You have the Federal offices pretty near every place where 
you have these universities or colleges. 

Dr. Porrerrtetp. That is not quite true, sir. We do not have Fed- 
eral stations or offices located near all of the medical schools in the 
country. Those we do have would be in a rather difficult position 
to attempt to make these kinds of relations with the faculty and teach 
this kind of thing. 

Senator Magnuson. It is better, too, to do it this way? 

Dr. Porterrievp. I think so. 
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PROGRAM SUPPORT MEANS BETTER COORDINATION 


Senator Maenuson. For the record, they suggest adding $135,000 
for the support of the program which they say will keep it coordi- 
nated better. 

Mr. Snyper. None of that money is included within the $690,000 for 
which we are making an estimate. That will be additional money. 

Senator Maenuson. That is right. 


Mr. Snyper. And there is nothing in the Public Health Service 
regular budget that would permit this. 

Dr. Porrerrieitp. That is correct. 

Mr. Berry. It is a broader program that also covers defense. 

Senator Macnuson. The Public Health Service does have a pretty 
good budget for all types of work such as this, where they go around 
to the colleges. You have a program where Public Health goes into 


colleges in some cases, coordinates with public health programs, do 
you not? 


Dr. PorrerrreLp. We have practically no program devoted to going 
into medical schools. 


Our officers do, where it is possible, give lectures at the request of 
medical schools on general ealllie health aspects. 

We have aaa as well as we can in our regular programs with 
both faculty and medical students, but there is no organized program 
directed directly toward medical school faculties except through the 
National Institutes of Health either in the form of research grants or 
in the form of training funds. 

This is entirely in the area of research. 

(The following prepared statements were submitted for the record :) 


STATEMENT BY RopertT C. GOODWIN, DIRECTOR, BUREAU OF EMPLOYMENT SECURITY, 
UNITED STATES DEPARTMENT OF LABOR 


The $1,287,000 which has been requested for grants to States by the Depart- 
ment of Labor will make it possible to carry out the planning and developmental 
work which is essential to insure the uninterrupted operation of the employ- 
ment security system in the event of an enemy attack of massive proportions. 
The employment security system is responsible for the operation of the public 
employment offices and the unemployment insurance programs in the States. 
This developmental work will also provide for the modification and adaptation 
of employment security programs to meet the needs of a critical international 
situation; of an actual attack on the Nation or other major disaster; and of a 
long-term mobilization program. 

The plans for continuity of operations under emergency conditions must include 
the selection and preparation of alternate locations in which employment secu- 
rity activities can be carried out if regular quarters are destroyed, the establish- 
ment of emergency chains of command, the arrangements for staffing, financing, 
and providing supplies, equipment, and communications facilities where normal 
arrangements are disrupted because of attack, and such other activities as are 
invoived in the protection of lives and property and in arranging for the 
mobility of personnel to provide employment security services where they will 
be critically needed. In addition, training programs must be developed and 
carried out, so that employment security staff will be prepared at all times, 
not only for self-preservation, but also for their participation in an emergency 
organization and for the extraordinary tasks which they will need to perform in 
an emergency. 

In order to meet the program responsibilities of the employment security sys- 
tem during such preemergency and postemergency situations it will be necessary 
to develop new and modified methods in such areas as the determination of man- 
power requirements and resources, the recruitment, classification, allocation, 
and utilization of workers, and the provision of unemployment payments to 
workers awaiting referral to essential employment. 
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These plans must be flexible and adaptable for use in unpredictable situa- 
tions. The procedures must be completed, tested, and ready for practical 
application. State employment security agencies must develop and train their 
staffs in plans for estimating casualties, and must adapt the techniques for 
this activity in terms of their own industrial patterns, labor market area char- 
acteristics, and evacuation plans. They must also develop modified and stream- 
lined labor market reporting programs, to serve as the basis for directing and 
operating their emergency manpower activities. It will also be necessary to 
develop and test new concepts and methods for the accelerated recruitment, 
classification, and allocation of great masses of workers in disaster situations, 
for the maximum utilization of essential skills which may be in short supply, 
and for the expansion of the labor force through the increased use of manpower 
sources not normally relied upon. Standby lists of essential employers must be 
compiled, so as to insure the realistic allocation of workers in short supply, 
and measures to curtail labor pirating and turnover must be planned for activa- 
tion in individual areas as they may be required. The employment security 
system also must be prepared to meet unprecedented demands for unemploy- 
ment benefits where workers lose their jobs as the direct or indirect result of the 
destruction of work places. 

This task may be infinitely complicated because enemy action can make 
current unemployment insurance procedures inoperative by destroying wage 
records upon which benefits are based, by disrupting communications with 
recordkeeping centers, and by other destructive effects on employment security 
personnel, property, and facilities. Therefore, emergency methods must be 
developed and tested for such processes as making determinations, paying bene- 
fits, collecting taxes, and managing benefit funds. Also, draft legal authoriza- 
tions, regulations, and agreements must be developed to permit the installation, 
if necessary, of thesse emergency arrangements. 

The additional $43,000 which is requested for the Department’s regional 
office operations will enable each regional office to provide greater assistance to 
its State employment security agencies in the development of their defense 
readiness plans and procedures, and in the continuing aspects of the application, 
modification, and expansion of these plans and procedures. Regional office 
staff will be better able to participate with State agency representatives and 
FCDA survival plan contractors toward the development, testing, and im- 
provement of the manpower service provisions of State survival plans. They 
will assist State employment security agencies in working out cooperative agree- 
ments with State civil defense agencies. They will also provide guidance in the 
development, testing, and modification of procedures for adopting employment 
security operations to the needs of postattack emergency situations and of 
mobilization programs. They will assist the State agencies in developing inter- 
state arrangements for cooperative action in defense readiness program meas- 
ures as well as in survival planning. 


STATEMENT BY DEFENSE COORDINATOR OF HEALTH, EDUCATION, AND WELFARE 


Mr. Chairman and members of the committee, civil defense preparedness is 
one of the more important elements in the program of maintaining our national 
security. It serves the Nation in two principal ways: (1) by affording pro- 
tection of our civilian population and essential community services in the 
face of enemy attack; and (2) by providing for a network of support services 
and assistance during the difficult adjustment period following such attack. 

The President stated in his budget message to the Congress that our civilian 
defenses must be strengthened through joint Federal-State action. The opera- 
tions of this Department are, for the most part conducted through such joint 
Federal-State action. Our Department is, therefore, able to contribute sig- 
nificantly to these preparedness efforts by utilizing the professional skills of 
its staff, and by tapping the resources and competencies of other levels of gov- 
ernment through our regional structure and our existing channels for admin- 
istering Federal-State-local programs. 


EXPERIENCE OF THE DEPARTMENT IN OPERATING CIVIL-DEFENSE PROGRAMS 


Our ability to make an effective contribution is reflected, I believe, by the 
fact that the Department of Health, Education, and Welfare received the first 
delegation of authority ever made under the Federal Civil Defense Administra- 
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tion Act. We subsequently received an additional delegation and our civil- 
defense activities were carried forward under these delegations from 1955 to 
the end of fiscal year 1957. During the fiscal years 1956 and 1957, $1.2 million 
and $2.3 million respectively were allocated by the Federal Civil Defense 
Administration to the Department to support its delegated activities. 

In fiscal year 1958 these activities were suspended, with one exception, when 
congressional action on the Federal Civil Defense Administration appropriation 
bill eliminated funds for delegate agencies. 


PROPOSALS FOR FISCAL YEAR 1959 


Because of the discontinuation of most of these services in 1958, your program 
for 1959 cannot resume at the levels previously attained. A period of “retooling” 
will be required and is reflected in the estimates. 

The requirements for these civil-defense activities conducted under FCDA 
delegations in the fields of health, education, and welfare are estimated to be 
$680,000 in fiscal year 1959. Major emphasis in 1959 will be placed on a revival 
of those projects which stress field application of available civil-defense knowl- 
edge and techniques and which increase the competencies of State and local 
counterparts of our Department in operating emergency programs. This em- 
phasis will be concentrated in training programs, consultative services to States, 
and the development and testing of regional and State emergency plans. 


REQUESTED PROGRAMS OF THE OPERATING AGENCIES 


At this time I would like to discuss briefly the planned civil-defense activities 
of the operating agencies. 


Public-health activities, $400,000 


More than half of the funds requested for the Department’s civil-defense pro- 
grams will support activities to be administered by the Public Health Service. 
The budget request would permit this agency to assist States and localities to 
prepare plans for effective utilization of the Nation’s health resources during 
a time of civil-defense emergency. 

The Public Health Service will use several methods to carry out this respon- 
sibility. Training courses will be provided for public-health physicians, nurses, 
and State health employees to apprise them of the results of civil-defense 
research and the health aspects of civil defense. At the request of State health 
agencies, full-time consultants will be assigned to render long-term assistance 
in developing and testing program plans related to civil-defense disasters. 
States will also be stimulated to furnish direct consultation to the local health 
agencies of their major target areas. 


Food and Drug Administration, $110,000 


Under earlier allocations, the Food and Drug Administration conducted train- 
ing courses in 47 States which were offered Federal, State, and local food and 
drug enforcement and other officials, as well as some employees from regulated 
industries. These courses were designed to acquaint professional employees 
with the techniques for protecting food and drug supplies in case of overt or 
eovert enemy attack involving chemical, biological, and radiological weapons. 
It is anticipated that under the 1959 budget plans, refresher courses will be 
held, additional training will be conducted in cooperation with the food industry, 
and field testing will be resumed at the Nevada national test site to develop 
methods of handling and protecting large stockpiles of foods. 


Educational activities, $50,000 


The Officeof Education plans under the 1959 request to reactivate its program 
of helping to improve the civil-defense education programs in the schools of 
this country. This program will encompass cooperation with State departments 
of education and teacher-training institutions in order to develop instructional 
materials and to plan incorporation of this civil-defense education material into 
existing curriculums. Field testing of the materials and plans will also be 


conducted. 
Emergency financial assistance and clothing programs, $60,000 


The 1959 budget plan request will permit emergency financial aid and clothing 
programs to be conducted as a part of the broader programs of the Bureau of 
Public Assistance, Social Security Administration. During fiscal year 1957, a 
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National Manual of Guidance was prepared so that State and local welfare 
departments could initiate steps looking toward operational readiness. Under 
agreements with the Federal Government, 43 States are cooperating in this effort. 
The 1959 activities would be devoted primarily to concluding agreements with 
the remaining jurisdictions and with maintaining present agreements on a cur- 
rent and effective basis. 


Field planning and executive direction, $70,000 


Two portions of the Department’s civil defense programs, for which funds are 
requested in 1959, will be conducted by the Office of the Secretary. 

Field planning, Office of Field Administration, $60,0000.—The funds requested 
in the 1959 budget would be utilized for the purpose of placing a defense planning 
officer in each of the seven regions of the Department corresponding to an 
FCDA region. These officers would assist the regional directors to plan co- 
ordinated efforts to implement HEW’s civil defense responsibilities in the event 
of a major disaster. In addition, these officers would promote closer liaison with 
FCDA and with the State and local agencies which will carry out a substantial 
part of any effort to deal with civil defense problems. 

Executive direction, Office of the Secretary, $10,000—Under the proposed 
budget, greater attention will have to be given at the level of the Office of the 
Secretary to coordination of the resumed activities. In addition, more active 
and continuous liaison will have to be maintained with the Federal Civil Defense 
Administration. Consequently a small increase in funds and staff is budgeted 
for the Office of the Defense Coordinator so that these expanded responsibilities 
can be fulfilled. 


CONCLUSION 


Our representatives are prepared to discuss the details of these operations 
more fully, if the committee should have further questions. 

In conclusion, I should like to note that the Department stands ready to un- 
dertake these requested activities with the conviction that they represent a 
valuable addition to the potential of this country to meet, and recover from, 
enemy attack. 


{From Federal Register, July 22, 1954] 
FEDERAL CIVIL DEFENSE ADMINISTRATION 
[FCDA Delegation 1] 

SECRETARY OF HEALTH, EDUCATION, AND WELFARE 


DELEGATION OF AUTHORITY 


By virtue of the authority vested in me by section 201 (b) of the Federal 
Civil Defense Act of 1950 (64 Stat. 1248), and in the interest of the development 
of the National Civil Defense Program contemplated by the said act, including 
action in support of the States during a civil-defense emergency, I hereby dele- 
gate to the Secretary of Health, Education, and Welfare the following-described 
responsibilities : 

1. Plan a national program, develop technical guidance for States, and direct 
Federal activities concerned with financial assistance for the temporary relief 
or aid of civilians injured or in want as the result of attack. 

2. Plan, program, and develop technical guidance for the States and direct 
Federal activities concerned with the acquisition, transportation, and payment 
for clothing of civilians in want as a result of attack. 

3. Plan a national program, develop technical guidance for States, and direct 
Federal civil-defense activities concerned with research with respect to, and de- 
tection, identification, and control of: (1) Communicable diseases in humans, 
(2) biological warfare against humans, (3) chemical warfare against humans, 
and (4) other public health hazards. 

4. Plan, develop, and direct Federal activities concerned with a national pro- 
gram designed to provide Public Health Service reserve professional personnel 
from support areas to those damaged by enemy attack. 

5. Plan, develop, and distribute through appropriate channels, training ma- 
terials for incorporation in the curricula of schools and colleges throughout the 
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United States in order to integrate the teaching, in all possible courses, of civil- 
defense skills, and knowledge and fundamentals of behavior during emergencies. 

6. Plan, develop, and distribute, through appropriate channels, technical guid- 
ance concerning the provision of shelter and other protective measures, designed 
to minimize injury to personnel and reduce damage to vital functional compo- 
nents of educational institutions and hospitals and of water, sewer, and other 
public-health facilities. 

7. Plan a national program, develop technical guidance for States and direct 
Federal activities concerned with the emergency restoration of community 
facilities essential to health or functional components thereof for which the 
Public Health Service normally has regular operating programs. 

8. Plan a national program, conduct research, develop technical guidance for 
States, and direct Federal activities designed to meet the extraordinary needs for 
food and drug inspection and control in attacked areas. 

9. During a civil defense emergency, employ temporarily additional personnel 
without regard to the civil-service laws and incur such obligations on behalf of 
the United States as may be required to meet the civil-defense requirements of 
an attack or of an anticipated attack. 

10. Diseminate such civil-defense information as may be approved from time 
to time by the Federal Civil Defense Administration. 

In carrying out its responsibilities hereunder, the Department of Health, Edu- 
eation, and Welfare shall be governed by the following: 

1. The Federal Civil Defense Administrator shall provide basic assumptions, 
criteria, and standards relating to the said responsibilities and shall review and 
coordinate the carrying out of such responsibilities. 

2. The Department of Health, Education, and Welfare shall take into con- 
sideration assignments respecting mobilization preparedness measures made to 
it by the Office of Defense Mobilization. 

3. The Department of Health, Education, and Welfare, as the agency having 
primary responsibility for the matters hereby delegated to it, shall undertake 
to coordinate directly with other Federal agencies concerned. 

4. The Department of Health, Education, and Welfare shall be responsible, 
after consultation with the Federal Civil Defense Administration, for requesting 
such appropriations as may be required for its delegated responsibilities. 

5. The Department of Health, Education, and Welfare shall make such reports 
as may be required by the Federal Civil Defense Administrator to insure con- 
sistency with national civil-defense policies and standards. 

The provisions hereof shall become effective upon the date of approval by the 
President. 

Dated: July 14, 1954. 

VAL PETERSON, 
Federal Civil Defense Administrator. 
Approved : July 14, 1954. 
DwicutT D. EISENHOWER, 
The White House. 


[F, R. Doc. 54-5649 ; Filed July 21, 1954; 8:52 a. m.] 





STATEMENT BY JOHN D. PorTERFIELD, Deputy SURGEON GENERAL, PUBLIC HEALTH 
SERVICE 


Included in this budget request are 2 items, totaling $400,000, for appropria- 
tions to permit the Public Health Service to provide training, and to plan and 
develop programs for the efficient utilization of the Nation’s public health re- 
sources during a time of civil-defense emergency. 

One hundred and forty thousand dollars is proposed to give-special emphasis to 
training in the public health aspects of civil defense. The course on applied 
public health in civil defense will be offered to public health physicians, nurses, 
dentists, and veterinarians approximately 6 to 8 times during the year. A basic 
course for State laboratory directors and key bacteriologists will be given to 
apprise them of the results of civil-defense research which has occurred in the 
Public Health Service and elsewhere. In addition, the course on sanitary engi- 
neering practices in civil-defense disaster will be presented approximately six 
times. Two new, specialized courses of 5 days duration, on civil defense for 
waterworks personnel and civil defense sanitation laboratory procedures, will 
be given to meet needs in areas of particular concern to State engineering per- 
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sonnel. Preparation of a new course on field laboratory operations under disaster 
conditions will be initiated during the year. 

Two hundred and sixty thousand dollars is requested to resume the provision of 
consultative services by public health civil defense specialists to States and 
Territories having a critical need for technical assistance in the development of 
their public health civil defense program. A review of existing defense programs 
in the States has revealed a serious inadequacy to cope with health problems 
of a possible nuclear war. From past experience this technique of stimulation 
by temporary assignment of Public Health Service personnel has been shown 
to be very effective in stimulating the growth of strong and active State programs, 


and in promoting the application by the States of research findings and new 
operational procedures. 


The funds requested will permit the assignment of 16 officers to critical areas 
which need help in the development of their public health civil defense programs, 


and the program planning and development of guides and materials needed to 
back up the field operations. 


Eight additional officers will be assigned to the Public Health Service regional 


offices to provide general consultation, assistance in training, and coordination 
of regional activities. 


In addition to the program functions outlined above, these funds will reinstate 
the small planning group previously functioning in the Office of the Surgeon 
General, which enabled the Surgeon General to plan, develop, and coordinate 
the health aspects of the national civil defense program pursuant to delegated 
responsibilities, and to integrate this program into related regular programs. 


TOTAL TO BE DELEGATED 


Senator Maenuson. Allright. Now, unless someone has something 
further to add, I think that clears it up. 

The total now to be delegated so far as this bill is concerned is 
$2,915,000. 

Mr. Berry. That is correct. 

Senator Maenuson. That will be Housing and Home Finance, De- 
partment of Commerce, Department of the Army Engineers, Depart- 
ment of Health, Education, and Welfare; Department of Labor, and 
Post Office Department. 

Mr. Berry. Yes, sir. 

Senator Maenuson. I am going to take another look at that engi- 
neer business. 

Thank you very much, gentlemen. 

We will recess until 2 o’clock. 

(Thereupon at 11 a. m. the subcommittee was recessed, to reconvene 
at 2 p. m., same day.) 


AFTERNOON Session (2 P. M., THuRsDAY, May 15, 1958) 
VETERANS’ ADMINISTRATION 


MEDICAL RESEARCH PROGRAM 


MEDICAL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSES 


Senator Maenuson. The committee will come to order. We are 
going to hear today some brief testimony from outside witnesses on 
the matter of mental health as it pertains to the Veterans’ Admin- 
istration. 

Mr. Whittier and Dr. Cummings are both here from the Admin- 
istration and they can answer any questions we may have. That item 
falls under the Veterans’ Administration appropriation. The whole 
item, medical administration and miscellaneous operating expenses 
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under which research is contained, the whole item for 1958 was 
$21,673,000. The budget estimates for this year were $21,481,000 and 
the House granted $21 million or minus $763,000 from the 1958 ap- 
propriations and $481,000 for the 1959 estimate. 

en the Veterans’ Administration was here they asked for the 
restoration of that $418,000. Within that is $10,345,000 for medical 
research altogether. 

For the record, you will recall that the first item on research was 
placed in the Veterans’ Administration appropriation 3 yearsago. A 
year ago we got $10 million placed in the bill on the floor of the Sen- 
ate. We understand there is a group here interested in that matter. 

Dr. Farber, we will be glad to hear from you first. I merely gave 
those other figures as a background in this particular field of research 
with the Veterans’ Administration. 


MepicaL ReskArcH 


STATEMENT OF SIDNEY FARBER, M. D., PROFESSOR OF PATHOLOGY, 
HARVARD MEDICAL SCHOOL, AT THE CHILDREN’S HOSPITAL; 
SCIENTIFIC DIRECTOR, THE CHILDREN’S CANCER RESEARCH 
FOUNDATION, BOSTON ; CHAIRMAN OF THE COMMITTEE ON CHEM- 
OTHERAPY OF THE NATIONAL ADVISORY CANCER COUNCIL; AND 
THE CANCER CHEMOTHERAPY NATIONAL COMMITTEE 


TRAINING FUNDS 


Dr. Farser. Mr. Chairman, I am grateful for this opportunity to 
appear here today in support of the budget which is one recommended 
by a group of interested citizens on research and training funds for 
the Veterans’ Administration in the amount of $21,944,000. 

As a scientist and physician deeply interested in medical research, 
I would like to speak in support of the entire program of research 
and training in the Veterans’ Administration, but I shall speak par- 
ticularly in regard to one aspect of it and that concerns cancer research. 

There are three reasons ss a citizens group believes there should be 
an increase in the amount of research money and training money in 
Veterans’ Administration in the field of cancer. 


PROBLEM OF CANCER 


In the first place, the problem of cancer is a very grave one in the 
Veterans’ Administration. There are more than 5,000 patients with 
cancer at any time under treatment. We have figures that there are 
as many as 30,000 patients with cancer under treatment.in the Veterans’ 
Administration in the course of a year. So the problem is a grave one 
for Veterans’ Administration and without research or without par- 
ticipation in research, I think I can make this statement without quali- 
fications, it would be impossible to give the most modern or the best 
and most effective treatment to veteran patients with cancer. That 
is the first reason I am in support of this. 

The second is that the magnificent facilities of the Veterans’ Ad- 
ministration hospitals as presently constituted under the present 
leadership, which is greatly respected by scientists and physicians 
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throughout the country, is such that a magnificent piece of work can 
be done not only to aid veterans with cancer but the population as a 
whole with cancer. So it is fitting and proper for the Veterans’ Ad- 
ministration to have the opportunity to participate in this national 
program of cancer research particularly in the field of chemotherapy 
in cancer with other hospitals and private institutions in the country, 

The third reason, which I think follows very closely after the first 
two, has nothing to do with the humanitarian aspect or scientific 
aspects of the problem but has to do with the economic aspects. Cer- 
tainly if the problem of cancer can be eradicated, if we can cure can- 
cers early before it is spread throughout the body, it will be possible 
to save millions and millions of dollars, running into the billions in 
the Veterans’ Administration itself in the course of a small number of 
years. This, too, has great importance. 

May I givea word of background here. The Veterans’ Administra- 
tion joined in the cancer chemotherapy national program, of which I 
happen to be chairman, in 1955 at a time when the Congress had ap- 
propriated funds through the National Cancer Institute for the ex- 
poneen of research with particular reference to the use of chemicals, 

ormones, antibiotics in the treatment of cancer that cannot be cured 
through the use of surgery. 

In the medical program the Veterans’ Administration, the National 
Cancer Institute, the Food and Drug Administration, the National 
Cancer Society, the Damon Runyon Fund, along with other organiza- 
tions joined in this voluntary effort in an attempt to make, first, prog- 
ress as rapidly as possible and, second, to increase the speed of com- 
munications among scientists and physicians. 


CONGRESSIONAL SUPPORT OF PROGRAM 


This is a tremendous program supported by the Congress this past 
year, fiscal 1958, in the sum of $25 million. This is administered 
through the National Institutes of Health, the National Cancer Insti- 
tute under the splendid direction of Dr. Kenneth Endicott. There 
are some five panels in this program concerned with the making of 
new chemical compounds, the making of hormone and hormone ana- 
ogical study and finally the application of those compounds which are 
logues, the screening of compounds, the toxicological and pharmaco- 
logical study and finally the application of those compounds which are 
found to be of interest, of promise, and of safety, in the application to 
the problem of cancer in man. 

This last panel is under the leadership of Dr. Ravdin, the professor 
of surgery at the University of Pennsylvania, and a major general in 
the Reserve Corps of the United States Army. 

With your permission, Mr. Chairman, I would like to submit for 
the record a short statement by Dr. Ravdin which he would have liked 
to have given himself if he had been able to come today. He closes 
this statement, which I would like to place in the record, with the 
words : 


I have a deep and abiding faith in Dr. Middleton and his associates. I would 


hope that your committee would provide this group with sufficient funds not 
only to maintain research at its present level but to expand it. 
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COOPERATIVE PROGRAMS 


This clinical panel under Dr. Ravdin has over 150 clinical groups 


in the country working in cooperative programs on a voluntary basis. 
You will be interested to know that 59 of these groups are in 39 vet- 


erans’ hospitals. These veterans’ hospitals are closely related and 


affiliated with medical schools. Their research has been on a high 
plane. 


I might say that I would like to be able to make the statement that 
every research program in the clinical field in the country is on the 
same high level as that which has been achieved under Dr. Middleton 
and his colleagues in the Veterans’ Administration. 

(Dr. Ravdin’s prepared statement follows :) 


STATEMENT BY Dr. I. 8S. Ravptn, JoHN RHEA BARTON PROFESSOR OF SURGERY, 
UNIVERSITY OF PENNSYLVANIA SCHOOL OF MEDICINE 


CONCERNING MEDICAL RESEARCH IN THE VETERANS’ ADMINISTRATION 


I have been familiar with certain aspects of medical research which have been 
carried out within the Veterans’ Administration for a number of years. I was 
a member of a committee within the National Research Council which some 
years ago recommended that, wherever possible, funds be available to Veterans’ 
Administration hospitals for research. The availability of such funds has led 
to the circumstance where doctors interested in various facets of medicine and 
medical research have become a part of the Veterans’ Administration hospital 
program. Some very important research has developed as a result of the early 
action which was taken. 

A large part of the important research concerning the control of tuberculosis 
by the use of chemical agents was done in Veterans’ Administration hospitals. 
These hospitals are now interested and conducting research in a wide variety 
of clinical disorders. The results of such research are of value not only to 
patients in our veterans’ hospitals but to patients throughout the Nation. 

I am Chairman of the Clinical Panel of the Cancer Chemotherapy National 
Service Center. We have a large number of institutions and workers attempt- 
ing to increase our knowledge of cancer on the one hand and to find better 
methods of treating late cancer. It was because I knew that the Veterans’ 
Administration treats some 30,000 patients each year with some type of malig- 
nant disease that I invited the Chief Medical Director of the Veterans’ Admin- 
istration, Dr. William S. Middleton, to have certain of his hospitals participate 
in the cancer chemotherapy program. Dr. Middleton, an outstanding physician 
and a great scientist, gladly accepted this invitation, and many of the outstand- 
ing hospitals in the Veterans’ Administration are participating in the chemo- 
therapy program for cancer. These are cooperative clinical studies. 

One group of physicians is concerned with various aspects of leukemia, which 
is as you know a cancer of the blood, and the other group is concerned with 
the chemotherapy of solid tumors. Dr. Middleton has placed men of unique 
scientific stature in charge of each of these programs as they relate to the 
Veterans’ Administration facility. The chairman of each of these studies is a 
member of the Clinical Panel Committee of which I am Chairman. They have 
provided the very finest type of cooperation since they were organized as a 
cooperative group. 

In the solid tumor studies we are actively investigating the efficiency of a 
wide variety of chemical agents in cancer of the lung, cancer of the stomach, 
cancer of the colon, and other serious malignancies. 

There is already available to us evidence that certain of these agents will 
destroy living cancer cells. The extent to which this can be achieved is not as 
yet known, but as new agents become available I am sure that we shall even- 
tually find a satisfactory solution to this very serious problem. : 

The pooling of the clinical material of the Veterans’ Administration with the 
material available in the great hospitals of this country has brought all of our 
institutions and investigators closer together. 
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I have a deep and abiding faith in Dr. Middleton and his associates. I would 
hope that your committee would provide this group with sufficient funds, not 
only to maintain research at its present level, but to expand it. 


ALLOCATIONS IN CANCER RESEARCH 


Senator Porrer. Doctor, is the research program broken down into 
specific areas of endeavor such as your cancer research ? 

Dr. Farser. Yes. 

Senator Porrer. How much was allocated for cancer research ? 

Dr. Farser. At the present time it is my understanding that the 
Veterans’ Administration is spending about a million dollars for this 
cancer research program, of which a half million dollars comes 
through the National Cancer Institute, money which is transferred 
to the support of this program. 

The citizens group is recommending that an additional half million 
dollars be recommended for inclusion this year. I reluctantly agree 
to this very modest increase—I say reluctantly because I would be 
very much happier if this splendid work now going on in the Vet- 
erans’ Administration could be carried on with proper laboratory 
support and increase in the clinical portion of it at the rate of at 
least $2.5 million increase beginning today. 

Senator Porrer. Dr. Cummings testified before our committee a 
few days ago. He outlined, it is my understanding, that the Vet- 
erans’ Administration had originally requested, or at least the re- 
search division of the Veterans’ Administration, a budget of about 
$12.5 million for the research program. The present request now is 
for the same amount of funds as they have had this past year. 

Now I assume that within that additional $2.5 million, which the 
Veterans’ Administration originally requested, that the half million 
dollars for the acceleration of cancer research was included. Do you 
know if that is correct or not ? 


RESEARCH FUNDS 


Dr. Farper. I don’t know if that is correct. If my figures are 
correct here, that half a million dollars would be lost, it would not be 
included. We are talking about an increase of $3,850,000 total over 
the present research funds, and total additional training fund of 
$9,900,000. 

Senator Macnuson. That would be broken down into $250,000 for 


eases, $150,000; cancer, $500,000; artery diseases, $1 million; and 
mental illness, $750,000. 

Dr. Farser. A grand total additional for research and training 
funds of $6,700,000. 

Senator Macnuson. Then adding $2,900,000 for the training funds, 
supplies and equipment, and clinical investigators for research. 

Let me ask the Veterans’ Administration, you remember we had 
quite a time finding the clinical investigators. Is there still a 
shortage ? 


arthritis; neurological diseases, $1 million; blindness and eye dis- 
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VETERANS’ ADMINISTRATION 


STATEMENTS OF SUMNER G. WHITTIER, ADMINISTRATOR, AND 
DR. M. M. CUMMINGS, DIRECTOR, RESEARCH SERVICE, DEPART- 
MENT OF MEDICINE AND SURGERY 


APPLICATIONS FOR CLINICAL INVESTIGATORSHIPS 


Mr. Wurrtter. I would prefer that the doctor spoke to that. 

Dr. Cummines. We have been able to appoint approximately one- 
half the number of candidates who have applied for the clinical in- 
vestigatorship within the Veterans’ Administration. At the moment 
there are 40 such young research physicians either on duty or com- 
mitted to go on duty J ay 1. We have not had a reduction in numbers 
of candidates. We feel that the universities have referred to us some 
very excellent young people. 

Senator MaGnuson. Sinks the research program has been inaugu- 
rated, Dr. Farber says, you have a fine liaison between the universities 
and your research. 

Dr. Cummrines. Yes, sir. 

Senator Maenuson. Could you get the 120? 

Dr. Cummines. We have estimated that the program, if fully im- 
plemented, would absorb 90. This is the number we feel we can 
properly train. 

Senator Magnuson. Let me ask this question on the suggestion of 
$1.2 million further for investigators. Is 90 the total or would that 
be the extra ? 

Dr. Cummines. I am sorry, I cannot speak more fully on that point. 
‘Our hope is to be able to reach 90. 

Senator Magnuson. They say 120 here. I imagine that is the total. 

Dr. Cummings. I would think so. 

Senator Macnuson. Including the ones you now have. 

Dr. Farser. I think that means additional. 

Senator Magnuson. But you think you could get that million 
dollars ? 

Dr. Cumminas. We have been adding clinical investigators at the 
rate of about 30 per year, so that I would a“ there would be little dif- 
ficulty in adding 30 after the beginning of the new budget year. The 
question of whether we could reach 120 in 1 year, I think, is a debat- 
able one. It is very difficult for me to prejudge that. 


TECHNICAL AND PRACTICAL PROBLEM 


Senator Magnuson. The problem we have here is a very technical 
and practical one. If we did give ie extra money for X number 
of clinical investigators, it is pretty hard to get them all at one time, 
just say we will go out in the market and get them and have the money 
available to be spent in the fiscal year. If we could give you the 
money to start a program that would ultimately end up as soon as 
possible with 120, looking toward maybe a 2- or 3-year program in 
this, I think we would probably attack this problem a little more 
wisely than just giving you a bulk amount when you could not handle 
it. 
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When we first started we had quite a problem on getting the type 
of men we wanted. It is better now. 

Dr. Farser. Mr. Chairman, my experience has been that if there is 
support for a program, the men follow. And if the money is not in 
hand, it is impossible to encourage young people to come into the 
program. 

Senator Macnuson. What I am suggesting is that these fellows 
have to operate on a July 1 to July 1 basis. If we did something like 
that, we would have to have some information from the Veterans’ 
Administration as to how fast they could do this and then maybe put 
it in a committee report that this money is for a program to i done 
as soon as possible so that they would not have to shut right off next 
J Wly, a year from July 1. 

Fone. That would be an excellent suggestion. 

Sedat Macnuson. The trouble with a lot of the research funds we 
allocate both to the Cancer Institute and to the Institute of Health, 
is that we are almost forced to put that date tag on and your research 
does. not watch the clock particularly or the calendar. I think if we 
could do something to have more flexibility in the expenditure for a 
program looking to its completion, we would do research greater 
service than to say, “Here i is some money to spend during a given year, 
from July 1 to July 1.” It is hard to do that in this business. 

Dr. Farser. That would be asplendid solution. 


NEW CLINICAL INVESTIGATORS ANTICIPATED 


Senator Maenuson. From your knowledge of this and experience 
with the other gentlemen you mentioned that the program should at 
least have an objective as soon as possible of 120 new clinical investi- 

ators. 
Now, how much did we put in the bill or how much is in the House 
bill, Doctor, for cancer itself ? 

Dr. Cummrnes. One million dollars is the amount which the Vet- 
erans’ Administration currently has planned for expenditure within 
the $10 million appropriation. 

Senator Maenuson. This would add $500,000. The suggestion here 
would add $500,000 to it, making it $1.5 million ? 

Dr. CuMMINes. Yes, sir. 

Senator Maenuson. In that case could you use it ? 

Dr. Cummrines. I believe that it could be used prudently and wisely. 

Senator Macnuson. At the time we started this with the first $10 

million we did not know whether you could use it. We do not want 
you fellows in this field to worry about the budget. Now I think we 
ought to put in the record probably the necessity for this cause; and, 
Dr. Farber, I want you to correct me if I am wrong. But as No. 1, 
let us take cancer alone. We have 12,855 veterans receiving compensa- 
tion or pension payments where the major disability diagnosis was 
malignancy. 

According to that, the annual cost is $12 million alone, and then 
the cost of those actually i in the hospital for treatment accounts for 
about $30 million. Then the fact that as they get a little older it 
may run into a bill for at least $84 million for further treatment. 
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It seems to me we might afford to spend a little more than 1 percent 
on research so that we might cut the cost down. ' 
Dr. Farser. I certainly agree with that, Mr. Chairman. 


TOTAL VETERAN POPULATION 


Senator Magnuson. You have testified, Mr. Whittier, that as we 
get older it goes up, more of them come in and more of them apply. 
The total bill for the Veterans’ Administration on inpatient carries 
$700 million and the total budget for the Veterans’ Administration 
is $4,967 million. That is practically $5 billion. And we are dealing 
with approximately 22 million veterans. There are 22 million veter- 
ans who are actually on the rolls but more are coming in. 

Dr. Farser. There is an immediate urgency for this expansion 
of the cancer research program in the Veterans’ Administration. 
This cancer chemotherapy program has reached the point where we 
have 60 chemical compounds that have come through this last screen- 
ing and study program and are ready for administration to man. 

The only way we know whether they will effect cures for cancer 
in man is by trying them under these fine conditions, humane con- 
ditions, which govern good medical care and see whether they can 
destroy cancer. There are not enough hospital beds in the country 
available to investigators to take care of these 60 compounds. 

I think it would be a tremendous catastrophic loss to the country 
to have something that might be effective against cancer sitting on 
the shelf of the center at Bethesda awaiting trial study under proper 
conditions. 

VALUE OF VA PARTICIPATION 


Senator Porrer. That is one of the great values of the Veterans’ 
Administration participating in this research program. In the 
first place you have this large group of people that are in need of the 


. service. Secondly, you are scattered throughout the country. Nor- 


mally your hospitals are located in conjunction with a medical center. 
So all factors combined make it an ideal situation it would seem to 
me as a layman, for research programs of this type. 


USE OF FUNDS REQUESTED 


Let me ask you this: In the request. for additional funds, I assume 
Dr. Cummings made a statement as to what they would use the funds 
for. For cancer, how would you use the additional half million 
dollars ? 

Dr. Farser. The additional half million dollars would be used im- 
mediately for the expansion of the clinical studies and support of 
laboratory programs. 

Senator Magnuson. That is why this clinical fund and training 
fund is so important. You should not have one without the other. 
Is that right. ? 

Dr. Farner. We must carry out the clinical evaluation and we must 
give men of high caliber the opportunity to follow their research leads 
with just as much freedom as men have in universities. Unless we 
back up the doctors and physicians and scientists in the Veteran’s 
Administration in exactly the same way we do in the universities, 
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we are not going to attract good men, these training funds will never 
be used, and we will have the Veteran’s Administration hospitals 
degenerate to something nobody wants. 

Senator Macnuson. The chairman is interested in this because he 
was one of the authors creating the Cancer Institute a long time ago. 


LIAISON WITH CANCER INSTITUTE 


What type of liaison is there between the Cancer Institute now and 
your work, Doctor ?¢ 

Dr. Cummrines. I believe we have an excellent liaison. In the can- 
cer chemotherapy program we have one physician who has the primary 
responsibility of working with the panels which Dr. Farber has 
described, of meeting with the investigators at regularly scheduled 
intervals, of coordinating all of the Veterans’ Administration data 
before sending it to the National Cancer Center for their evaluation. 
This has been a true and indeed remarkable relationship between many 
Federal and non-Federal agencies with a common purpose, namely 
the conquering of cancer. 

There has never been an administrative problem which has arisen 
in this fine relationship. 

Senator Maenuson. I once talked about it, after we got our first 
research money, with Dr. Heller. He was very pleased. 

Dr. Farser. I want to speak in strong agreement with your remarks. 

Senator Macnuson. These figures are always subject to change or 
correction but unless we do something with cancer, of the number of 
living veterans, 22 million, according to your present figure there will 
be about 5 million of those that sooner or later will have to be hospi- 
talized or be entitled to be hospitalized for cancer. 

Tf only 80 percent of them receive that hospitalization our bill will 
be $5 billion based on $15 per day cost per patient in the Veterans’ 
Administration. So I guess we can afford to spend $12 million or 
$13 million to see if we can put all these things together. 

Thank you, Doctor, unless you have something further to say. We 
appreciate your appearance. You can put in the record the state- 
ment you have. 

Dr. Farser. Thank you. 

(Dr. Farber’s prepared statement follows :) 


STATEMENT OF SipNEY Farser, M. D., PRoressor oF PATHOLOGY, HARVARD MEDICAL 
ScHOOL, AT THE CHILDREN’S HOSPITAL; SCIENTIFIC DIRECTOR, THE CHILDREN’S 
CANCER RESEARCH FOUNDATION, BOSTON; CHAIRMAN OF THE COMMITTEE ON 
CHEMOTHERAPY OF THE NATIONAL ADVISORY CANCER COUNCIL, AND THE CANCER 
CHEMOTHERAPY NATIONAL COMMITTEE 


Senator Magnuson and gentlemen of the committee, it is with real appreciation 
that I take advantage of this opportunity to speak before your committee in 
strong support of the citizens’ recommendation of an appropriation of $21,944,000 
for the support of medical research and training in the Veterans’ Administration. 
I speak as a scientist and physician, deeply interested in medical research as a 
whole, with particular emphasis today on that portion of the program concerned 
with cancer research. The record of research accomplishment in the Veterans’ 
Administration is well known to you. The close relationship of the veterans’ 
hospitals with medical schools throughout the country and the staffing of these 
hospitals by men who are not only expert in the several fields of medicine and 
laboratory sciences, but are also deeply interested in teaching and in research, 
has been one of the gratifying medical accomplishments in this country in recent 
years. While expressing my appreciation for the high quality of clinical investi- 
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gation in the fields of neurological diseases, arteriosclerosis, mental illness, and 
the many other fields, I will confine my remarks today to the research program 
concerned with cancer in the veterans’ hospitals. 

When, 3 years ago, the cancer chemotherapy national program was launched, 
first under the auspices of the National Cancer Institute, the Veterans’ Admin- 
istration was asked to join forces with other agencies in the country and the 
National Cancer Institute in a voluntary cooperative program designed to permit 
the most rapid progress in our evaluation of chemicals, hormones, and anti- 
biotics with possible anticancer activity. In the large clinical research coopera- 
tive program which has been developed throughout the country under the chair- 
manship of Dr. I. 8S. Ravdin, professor of surgery, University of Pennsylvania, 
and major general in the Reserve Corps of the United States Army, the contri- 
bution of the Veterans’ Administration, under Dr. Middleton, has been outstand- 
ing. 

‘Today there are approximately 59 Veterans’ Administration units and 39 Vete- 
rans’ Administration hospitals participating in these cancer chemotherapy co- 
operative studies. It gives me great pleasure to testify to the high quality of 
this clinical investigation and the magnificent use which has been made of an un- 
paralleled opportunity for benefiting not only the veterans with cancer who have 
participated in these studies, but, also, the population as a whole, by dissemina- 
tion of what has been learned by the staffs of the veterans’ hospitals. The stake 
of the veterans’ hospitals in cancer reseurch is a great one. There are some 
5,000 veterans with cancer under treatment at any one time. It has been esti- 
mated that more than 5 million veterans now alive will eventually be stricken 
with cancer. 

The total expenditure of the Veterans’ Administration on cancer research 
amounts to a little more than $1 million, and some of this comes from outside 
sources. The citizens’ recommendation of an additional $500,000 in this year’s 
appropriation specifically earmarked for further support of the cancer research 
in the Veterans’ Administration represents a modest increase, to which I re- 
luctantly agree with the expectation that plans will be made for research 
programs which will be of the order of magnitude of at least $2 million more 
in fiscal 1960 above the fiscal 1959 appropriation. 

Mr. Chairman and gentlemen, I have no question that the citizens’ recom- 
mendation for fiscal 1959 for research and training in the veterans’ hospitals will 
be wisely spent, and have no hesitancy in predicting that measurable progress of 
great importance not only to the veterans of our country, but to patients every- 
where, will emanate from these studies. 


PREPARED STATEMENTS 


Senator Maenuson. Is there anyone that wants to testify on mental 
illness here? I see there is a statement here from Mr. Gorman. We 
will put that in the record. We have a statement from the American 
Legion, the same statement from Mr. Gorman on mental illness to 
Congressman Thomas in the House. 

(The statements referred to follow :) 


THE AMERICAN LEGION, 
REHABILITATION COMMISSION, 


Washington, D. C., January 27, 1958. 
Mr. SuMNER G. WHITTIER, 


Administrator of Veterans’ Affairs, 
Veterans’ Administration, Washington, D. C. 


Dear Mr. Wuirtier: We are attaching hereto three copies of Resolution No. 
32 which was approved by our national executive committee in its November 
1957 meeting. 

We wish to advise that this resolution reiterates the American Legion’s stand 
on medical research and we will be prepared if necessary to appear before 
Congress in support of appropriations for this purpose in the event you think 
our assistance would be of value. 

Very truly yours, 
JOHN J. Corcoran, Director. 
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RESOLUTION No. 32, Support or VA MEpICAL RESEARCH 


The National Rehabilitation Commission’s Medical Advisory Board has rec- 
ommended that the American Legion give full and strong support to Veterans’ 
Administration in its request and justification for adequate funds for medical 
research. 

Research belongs to the triad of medicine, ji. e., patient care, professional 
education, and research ; therefore, 

The Commission fully approves the Medical Advisory Board’s recommenda- 
tion. This is consonant with the fully developed belief that VA medical re- 
search is a basic essential of medical practice second to none. 

There is the added incentive of giving medical scientists the facilities to bul- 
wark our Nation’s strength in a troubled world. 

The National Executive Committee, the American Legion, meeting in Indi- 
anapolis, Ind., November 20—22, 1957, approves. 


NATIONAL COMMITTEE AGAINST MENTAL ILLNESS, INC., 
Washington, D. C., March 13, 1958. 
Congressman ALBERT THOMAS, 
House of Representatives, 
Washington, D. C. 


DEAR CONGRESSMAN THOMAS: I am deeply grateful to you for the time you 
gave Mrs. Edward McSweeney and myself last week, and also very grateful 
to George Brown for making the interview possible. 

In discussing the medical research program of the Veterans’ Administration, 
you made the comment that research in the VA does not equal research done 
at the university level or at the National Institutes of Health. 

As a medical science writer who has spent a great deal of time studying 
the VA medical research program, I cannot fully accept your evaluation. A 
eareful study of the 1957 report on VA medical research to the Teague com- 
mittee indicates that the VA hospital system is engaged in hundreds of research 
projects of high quality. 

In the past week alone, there have been two major newspaper stories on 
VA research projects. In the Friday, March 7, edition of the Washington Star, 
there was a story on cancer research going on at the VA Hospital in McKinney, 
Tex. Dr. Russell H. Wilson, in charge of the cancer research project at Me- 
Kinney, is working on the development of the body’s natural defense mecha- 
nisms against cancer. It is interesting to note that Dr. Wilson is participating 
in six additional research projects at McKinney, including very important 
studies of blood composition and pulmonary function. McKinney is conducting 
one of the most active cancer research programs in the country. Its project 
on cancer of the larynx under Dr. Donald Corgill is probably the most detailed 
evaluation of cancer of the larynx in the entire country. McKinney is also 
doing several important research studies of cancer of the lung. In sum, there 
are close to 50 research projects going on at both the McKinney and Dallas VA 
Hospitals. 

In the New York Times of March 13, there was a story of a report given 
to the International College of Surgeons by a Dr. Louis Palumbo, chief of 
surgical service at the Des Moines VA Hospital. Dr. Palumbo reported on a 
new operation that eliminates the pains of angina pectoris, a common heart 
ailment, through a procedure which severs the nerve channels between the 
heart and the left arm and shoulder. Dr. Palumbo operated on 60 veterans 
without a single mortality and no serious side effects. 

It may interest you to know that Dr. Palumbo is involved in one-half dozen 
other very important research projects at the Des Moines VA Hospital. One 
of his most important long-term evaluations is a study of survival rates of 
veterans after surgery for cancer of the colon. Dr. Palumbo is also completing 
a 10-year study of veterans who have had surgery performed on them for the 
relief of severe hypertension. 

As you know, Dr. Reuben Flocks is chairman of the dean’s committee at the 
Des Moines VA hospital. I am sure he takes great pride in the more than 
30 research projects currently going on at the Des Moines VA hospital. 

While proud of the accomplishments of the Veterans’ Administration in the 
field of medical research, it is my firm belief that they could do some of the 
most significant and important medical research in the world if they were 
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given an adequate budget. In their 173 hospitals, located in all parts of the 
country, they have the most magnifiicent opportunity anywhere in the world 
for cooperative studies and evaluations of new therapies. 

May I thank you again for your courtesies to Mrs. McSweeney and myself. 
I do hope that we will have the opportunity again to talk to you about our 


common interest in the betterment of the Veterans’ Administration care of the 
hospitalized veteran. 


Respectfully, 
MIKE GORMAN. 


RESEARCH ON MENTAL ILLNESS 


Senator Magnuson. Now it is suggested, Dr. Cummings, that on 
mental illness we add $750,000. What is the present amount you 
have allocated now ? 

Dr. Cummines. We are presently spending at the rate of $900,000 
per year for research in psychiatry and approximately $350,000 for 
research in neurology. 

Senator Magnuson. This would make that total approximately 
$1,300,000 in round figures? Now if we put this extra money in, 
could you use it, and how would you use it in this particular field ? 

Dr. Cummines. Research in psychiatry in the Veterans’ Admin- 
istration is growing. We have, as of now, a large-scale evaluation 
of tranquilizing agents now underway in 40 of our hospitals. I must 
say that a good deal of the cost for the support of this cooperative 
study comes in part from the hospital budget. 

Research has carried the cost for special techniques, for the sta- 
tistical services that are required in a large-scale drug evaluation. I 
believe such additional amounts might propertly be applied to ob- 
taining drugs perhaps and to professional personnel who in addition 
to caring for patients would do additional studies to learn how the 
drugs work and what their behavior is in experimental animals as 
well as man. 

Senator Porrrer. It would seem to me, Doctor, that with the facili- 
ties that you have, it might be well—as I mentioned to you when you 
were before our committee before—to look into the effectiveness of 
more group therapy in certain mental disturbances. You know more 
about that than I but we have had some startling success in group 
therapy on mental patients. 

I would hope that possibly some of the funds could be used to make 
an objective appraisal of where this therapy could be used, how best 
it could be used, and whether it is a successful means of dealing with 
certain types of mental disturbances. 

Dr. Cummines. I am sure such an evaluation might be done and 
might well be done in the Veterans’ Administration. I would like to 
point out that in this particular field we in the VA, as in many State 
institutions, have a handicap in too few doctors rather than the num- 
bers of patients. 


DIFFICULTY IN RECRUITING PSYCHIATRISTS 


If our patients could do the research we would be sitting on top 
of the world. However, we do have difficulty in recruiting the re- 
search-minded psychiatrists. 

I am proud to say in the last few years we have attracted a number 
of splendid investigators in this field and I think we could strengthen 
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our support of their work in addition to the large-scale cooperative 


studies such as the one I mentioned. 

Senator Macnuson. Surely the 173 hospitals provide a pretty good 
laboratory in this field do they not? 

Dr. Cummrnes. We think it is an excellent clinical laboratory. 

Senator Maenuson. It is the best in the world, I think, I mean be- 
cause of the number of patients and the fact that you do have com- 
piled, in this particular field, probably as good and as great a clinical 
record as any place you will find in the world. It offers that ad- 
vantage. 

Dr. Cummings. It would be immodest for me to say that but I 
certainly am happy to agree with your evaluation. 

Senator Maenuson. I do not think you would be at all. It just 
happens that is the way it is with all these numbers of people. 

Now, we had some charts a year or so ago on mental illness. It was 
alarming the way they were moving up whereas on some other things 
we were gaining ground or holding our own. This is one thing, par- 
ticularly in the Veterans’ Administration hospitals that was going 
up like this. Is this still the same situation ? 


INCIDENCE OF MENTAL ILLNESS 


Dr. Cummrines. Every other bed in the Veterans’ Administration 
hospital system is filled with a patient suffering from mental disease. 

enator Magnuson. Every other bed ? 

Dr. Cummines. Every other bed. 

Senator Porrer. If I recall the testimony, we have not hit the high 
yet unless some new treatments come into the field. 

Dr. Mippteton. That is so. 

Senator Magnuson. Every other bed would be a tremendous cost 
there, too, in mental illness. The best figure I can break down is 
$532 million as the cost of mental illness. And the cost and care and 
maintenance of 60,000 patients in 1956 along with that was $238 
million and it has grown by leaps and bounds since then. So there 
we have a field where a small percentage in research might save us 
a lot of money in the long run. That is only those veterans that are in. 

You are familiar with the survey we had in Michigan in that field 
a couple of years ago. We found 600 in institutions like jails that 
really should have been patients in veterans’ hospitals. 

Now, if the Senate committee does add this and we work with 
the House conferees on this matter, do you think that you can use 
this extra amount in some of the plans you have? 

Dr. Cummines. I believe additional amounts for research in psychi- 
atry could be wisely spent. 


SALARIES OF PHYSICIANS 


Senator Macnuson. Do you think if we could raise the pay of the 
doctors that we might do a little better in this field ? 

Mr. Cummines. Yes, sir, I would answer that unequivocally, “Yes.”’ 

Senator Maenuson. Because it is hard to get people to come into 
this field in the Veterans’ Administration ? 

Senator Porrer. What does a doctor get ? 
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Dr. Cummines. The top salary at the present time is $13,760, I 
believe. This is for a mature physician who may have professorial 
rank in a university medical school and who has spent many years in 
training. We have, of course, a number of salary scales inning 
with the young physician in training at a salary of approximately 
$3,200 ial it steps up to $13,760 over the years. 

It is a very difficult competitive position to be in. 

Senator Magnuson. We are spending $700 million a year. That 
budget may go up to a billion before we are done. In this particu- 
lar thing it is penny wise and pound foolish not to have the men. 
Whatever they get in salaries will be saved many times over. 

Senator Porrer. Why could we not pass some legislation as an in- 
centive for doctors? Wasn’t there some legislation passed last year 
or the year before? 

Dr. Cummines. Not to my knowledge. 

Senator Macnuson. Maybe some security, but the incentive mainly 
is that they like their work so well that they are willing to continue 
on. 

Senator Porrer. Did we do anything with the doctors in the Pub- 
lic Health Service? 

Senator Magnuson. We raised certain grades, in certain fields, but 
they were really in the top specialist class, I think. 


DISEASES OF HEART AND BLoop VESSELS 


Now, Dr. Cummings, we will have to hurry along here, but it has 
also been suggested that, in the field of the heart and brain, the artery 
field, we add a million dollars. Could you use that? 

Dr. Cumminas. Diseases of the heart and blood vessels, of course, 
are one of the most serious problems facing the aging population. I 
testified on Tuesday, I believe, that we felt there was a need for in- 
creased research in this area, particularly research for earlier diag- 
nostic methods, to detect changes in blood vessels before they are 
manifest clinically by a stroke or heart attack. We do have a large- 
scale cooperative study underway, attempting to evaluate the role of 
anticoagulants and diet as means of prevention, as well as treatment 
of these diseases. Some strengthening of this program, I believe, 
is in order. 

Senator Maanuson. There, again, of course, in that particular case, 
it depends on the type of people you have to recruit for this particular 
study or the availability, let us say, of people who could go into it, or is 
it largely a statistical study ? 

Dr. Cummrnes. These are clinical studies, and require three in- 
gredients: patients, doctors, and the tools to work with. I believe, sir, 
we have the patients and the doctors not only in abundance but in qual- 
ity ; we are lacking in tools to work with. 

Senator Macnuson. There are a great number, as I remember, gen- 
erally, who have taken a great interest in this particular field. 

Dr. Cummings. Yes. 

MuscuLarR DystTROPHY 


Senator Magnuson. Another item is muscular dystrophy. Why is 
that so large? It has been suggested that we add another million dol- 
lars. What is your budget on that now? 
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Dr. Cummrines. We have no program at the moment. 

Senator Magnuson. You have them for epilepsy, Parkinson’s dis- 
ease, and multiple sclerosis ? 

Dr. Cummings. You have just enumerated a group of neurological 
diseases. We have a program in neurological research. I testified 
earlier that I thought we should do more studies of Parkinson’s dis- 
ease, a severe disabling palsy, on some of the muscular dystrophies that 
occur in the younger veterans, and on epilepsy that we see in great 
numbers. 

Senator Magnuson. If that were added, you could confine a good 
place in this field to spend the money for a good cause? 

Dr. Cummings. I would not be able to say, precisely, that we could 
spend the amount you have just mentioned for those studies, exclu- 
sively. I would like to think in broader terms of research, such as dis- 
eases of the nerves, the muscles, and the sense organs. I am not sure 
I would be able at this moment to fix a specific budget to those items 
which you have read, but increased support for neurological research 
is indicated. 

Senator Macnuson. We do not expect you to be pinned down to an 
X number of dollars. You might be working in one of these fields and 
find something that affects another field, and it might overlap. 


HARVARD ScHOOL OF PUBLIC HEALTH 


STATEMENT OF DR. FREDERICK J. STARE, PROFESSOR OF NUTRI- 
TION, HARVARD SCHOOL OF PUBLIC HEALTH, HARVARD UNI- 
VERSITY, AND ASSOCIATE IN MEDICINE AT THE PETER BENT 
BRIGHAM HOSPITAL 


PROBLEM OF ARTERIOSCLEROSIS 


Dr. Srarp. I am Fredrick Stare. I am professor of nutrition at 
the Harvard University School of Public Health, an associate in 
medicine at the Peter Bent Brigham Hospital. I am very much in- 
terested in the problem of arteriosclerosis, both as it affects the heart 
(coronary heart disease) and as it affects the brain—what we com- 
monly call a stroke. 

Dr. Cummings has been far too modest in saying two things which 
I think both Dr. Farber and I would disagree with him on. We would 
not be quite so modest, I would say. Since we are both connected 
with teaching institutions, I don’t think there would be the least 
difficulty in the world in finding 120 or 220 good young clinical in- 
vestigators if you had the money to pay them and if you got them 
someplace to work in and some facilities to work with. 

If you gentlemen could have been a week ago on the boardwalk of 
Atlantic City where medical meetings were being held, you would 
have been surprised at the number of young, well-trained people look- 
ing for better jobs. 

RESEARCH IN VA 


The second thing that I would say is that the Veterans’ Adminis- 
tration currently is spending approximately $1 million in research 
in arteriosclerosis. The budget Dr. Farber referred to, and which 
T also appear in support of, approximately doubles that amount from 
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$1 million to $2 million. It would be the easiest thing in the world 
to spend this amount of money. One little department at Harvard 
University, of which I am the head, is spending $350,000 a year, and 
this is one small unit in the university. Here is the Veterans’ Ad- 


ministration with, I don’t know how many hospitals, but a lot of 
them 


Senator Magnuson. 173. 

Dr. Starr. With, as far as I know, the largest medical bill of any- 
body in the country, spending now only three times the amount that 
one little university department spends. This is a figure I tried to 
figure out while I listened to you talk. You mentioned that the total 
amount of the veterans’ budget is approximately $6 billion. 

Senator Magnuson. About $3 billion of that is for a fixed compen- 
sation and pensions ? 

Dr. Srarr. Yes, but what are those compensations for? 

Senator Magnuson. A lot of them for disability. 





CUMULATIVE EXPENSE IN HEART DISEASE 


Dr. Stare. Well, in reading the annual report this morning it gave 
me a very interesting figure. It gave me a figure that, for 1957, the 
estimated compensation for diseases of the heart and blood vessels is 
$334 million. Now, your medical bill is of the order of $700 million 
a year. I do not know what proportion of that is for cardiovascular 
disease, disease of the heart and blood vessels but I think we can 
conservatively say that at least a third of it is, probably even more. 

So, the point I would like to make is that the Veterans’ Administra- 
tion, when you take into consideration the compensation they are pay- 
ing for cardiovascular disease injuries, and what they are spending 
for hospitalization in this field, is paying out somewhere around $114 
billion to $2 billion because of diseases of the heart and blood vessels. 
And what are you spending on research today? One million dollars. 
Now, I tried to figure out what percentage 1 million is of a half-bil- 
lion dollars. It comes out to be a fifth of a percent. Two-tenths of a 
percent. 

Senator Porrer. In other words, whatever gains you make here can 
be offset by vast savings at the other end of the line? 

Dr. Srare. Yes. As you said 5 or 10 minutes ago, this $700 million 
or $800 million medical bill is certainly going to increase as these vet- 
erans grow older. 

Senator Magnuson. The average veteran is around 50, is he not, 
in the hospitals ? 

Dr. Cummrines. Yes, sir. 


WISEST EXPENDITURE FOR PREVENTION 


Dr. Srare. The point is that it is going to increase. It seems to me 
it would be the best expenditure of my money and your money if we ° 
would try to prevent some of these things and cure them, rather than 
just try to take care of them. The only way on God’s green earth 
that you can ever do this is by spending more money on research. 

Now, I do not know whether you should spend 10 percent of your 
money, 5 percent, or what, but I certainly think you ought to spend 
more than you are spending. I rather reluctantly agree with Dr. 
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Farber on this modest increase, doubling the amount of research funds 
available for the Veterans’ Administration. 


RESEARCH FUNDS FOR VA 


I think, currently, the Veterans’ Administration is requesting in the 
vicinity of $10 million to $12 million, of which $1 million goes for 
cardiovascular disease. We are recommending that that be increased 
from approximately 10 to 12 up to 20 million dollars. I think it is a 
shame to have such a piddling increase. It ought to be $30 million or 
$40 million. Idothink that Dr. Cummings and Dr. Middleton, good as 
they are in running the Veterans’ Administration Medica] Department, 
would have a hard job to efficiently spend that amount of money next 
year; but there is no reason why they could not spend 2 or 3 times that 
amount of money in the next 1 or 2 years and begin to tool up to 
really cut down this bill that you people have. : 

Senator Porter. Doctor, I think one of the most interesting and 
heartening examples of what research can and will do is before an- 
other committee, which Senator Magnuson and I serve on, Senator 
Hill’s Committee on Education and Welfare, dealing with the Insti- 
tutes of Health. There, we have had a growing of the research pro- 
gram. It is a thrilling thing. You find how they build up those 
programs year in and year out and what great gains have been made 
with, actually, expenditure of a little money as compared to the values 
received. 

UNIQUE OPPORTUNITY FOR STUDY 


Dr. Stare. That is right. The Veterans’ Administration has an 
opportunity that, so far as I know, does not exist any other place in 
the world. They have a chance that is so much better than the Na- 
tional Institutes of Health, for three reasons. 

One is that they have a fine hospital system with a large controlled 
population. They have a lot of patients that they can work with, 
which the National Institutes of Health do not have. 

Secondly, they have an opportunity to follow these patients. If 
you are oe research in a private hospital or in a teaching hospital 
or in a city hospital, it is one devil of a job to follow your patients 
once they are gone, but not so with the Veterans’ Administration. 
They also have a large number of people who are out of the hospital, 
but who always come back to the hospital and clinics for treatment. 
So, there is a good followup relation. Furthermore, they keep good 
records on these people. So, because of the fact that they hove a large 
group of people to work with, both in the hospital and out of the 
hospital, and have records, they have a wonderful opportunity to keep 
this big $700 million bill from getting too high and, hopefully, to get 
it lower. In addition, the rest of us are also going to benefit from 
. some of the things they are going to accomplish. 


RESEARCH FACILITIES 


It seems to me, in looking over the budget the medical department 
of the Veterans’ Administration has requested, and the budget which 
Dr. Farber referred to as the citizens’ budget, that the Veterans’ 
Administration needs funds particularly for three resources; one of 
them is research, the other is training, and I would like to put in a 
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word for research facilities, animal-room facilities. I can give you 
one specific example that I know a little bit more about, since I come 
from Boston. 

There is a hospital called West Roxbury Hospital, in which we 
have a cooperative study. They have a request in now for some 
animal-room facilities to help with research. They are only request- 
ing 2,000 square feet of space. I think that is too puny to even request. 
Our own department has about 8,000 square feet of annual space, and’ 
that is pretty small. We are trying to weasel out of the university 
another 4,000, and here is a big veterans’ hospital asking for only 
2,000. 

The research facilities are just pitiful out there. You ought to see 
the cubbyhole we are stuck in, simply because they do not have the 
room. I do not blame the people in West Roxbury for not having the 
room, because they just don’t have it. The Veterans’ Administration 
could use more facilities for research, as distinguished from facilities 
for patient care. 


EFFECTS OF CIGARETTES ON CARDIOVASCULAR DISEASE 


Senator Porrer. Doctor, at your research center at Harvard, do 
ou conduct any research as to what effect the cigarettes have on the 
lood or heart? 

Dr. Stare. We have not, ourselves, but there is an abundance of 
complete evidence in the literature that people who are heavy smokers 
of cigarettes are much more likely to have cardiovascular disease, re- 
gardless of what the tobacco veces say. 

Senator Porrer. That was not the answer I wanted. 

Dr. Stare. There are five things that are known to be involved in 
you or I developing coronary heart disease. 

One is heredity. This is a disease with strong hereditary implica- 
tions. The second is body weight. It is very definitely known that 
people who are Se are much more likely to develop cardiovas- 
cular disease. The third is the level of cholesterol in the blood. Those 
who have a higher level are much more apt to develop the disease. 

The fourth is an increase in blood pressure and the fifth is excessive 
cigarette smoking. Let me say this, this does not say, and I am not 
saying, that cigarette smoking is the cause of cardiovascular disease. 
All I am saying is that cardiovascular disease is far more prevalent 
in people who are heavy smokers. Maybe heavy smokers do some- 
thing else that we don’t know about. However, chains is not a shadow 
of a doubt that these five factors are involved, and the interesting 
thing is that they are all additive. 

If you have all five you are really behind the eight ball. If you 
have four you are not so bad. If you have three, not too bad. If you 
only have two you are lucky. 

Saat Porrer. I will tell you of a friend of mine just my age, a 
Mormon by religion. He is a health addict. He does not drink: or 
smoke. He plays tennis, he does his exercise in the morning. He went 
out to the west coast last fall and died of a heart attack. You know, 
soon afterwards I would feel a numbness in my left arm, I would have 
a catch in my chest. I went out and had a complete physical and told 
him about all the symptoms I had and told him of my friend who had 
a heart attack and what a clean living man as he was and that I was 
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not nearly as temperate as he. So he gave me a complete physical. 
When he got through he said there is nothing wrong with your heart. 
You may die of a heart attack but there is nothing wrong with your 
heart at the present time. 

I said what happened to him? He said we don’t know, it could be 
hereditary, it could be many factors. The surprising thing from that 
time on I have not had a catch in my chest or numbness in my arm. 


ROLE OF DIET 


Dr. Srare. I think one of the most interesting developments in this 
field which offers the Veterans’ Administration a unique opportunity 
is to do some good investigations on the role of diet in this problem. 
Only 10 years ago, arteriosclerosis was considered pretty much of a 
hopeless disease. We called it a degenerative disease 25 years ago 
when Dr. Middleton was a professor of medicine at Madison and I 
was a student. 

We used to be taught that arteriosclerosis is a degenerative disease, 
there is nothing we could do about it when we got old. But after 10 
years ago people were beginning to realize that there are millions of 
people in the world where this disease is rather rare. Everybody de- 
generates sometime but people in southern Africa, people in the 
Orient, people in the highlands of Guatemala, people in Nigeria have 
been studied and it is a rare disease there. 

If it is rare in certain parts of the world and very prevalent in New 
York, Washington, and Shaper there might be some differences here 
that might explain that. So people began to pick up hope that maybe 
this is not a degenerative disease. 


PRODUCING DISEASE EXPERIMENTALLY 


About that time it became possible to produce arteriosclerosis ex- 
perimentally. Of course, once you can produce the disease experimen- 
tally, then you can study it a lot easier than you can in patients. I 
think one of the things that our laboratory in Harvard is best known 
for is our report in 1953 of having produced arteriosclerosis experi- 
mentally in the monkey. 

The monkeys are a primate and you and I are primates. We are 
much more like monkeys, let us say, than we are like rats. The in- 
teresting thing is that when this has been produced in animals, it has 
been produced by dietary means. 

Among the major differences between these groups of people in 
different parts of the world where this disease is rare and the people 
who eat in the dining room someplace around the corner here is the 
difference in the types of diet. Now you have, I don’t know how 
many veterans hospitals, but you could have one veterans hospital 
where the diet is manipulated in just a little different way to try to 
test out this factor. 

You could use another hospital for control. There is no other 
place in the world where this can be done with the number of 
individuals involved. 


COOPERATIVE STUDY ON DIET 


Now Dr. Cummings is not sleeping on this problem. He has 
organized a cooperative study on arteriosclerosis that is trying to get 
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at this problem of diet. But what does he use for money? He told 
this morning he had $110,000 that he was devoting to this cooperative 
project which I think involves 8 hospitals, and a cooperative com- 
mittee on which he has a number of outside consultants of which I 
am one. That is such a puny amount of money. He told me this 
morning that the Veterans’ Administration has 542 projects in 
cardiovascular diseases. 

Now you gentlemen might say that is pretty good, we have 540 
projects going. How much money supports these 540 projects? 
One million dollars. You divide $1 million by 540 and you get less 
than $2,000. What can you do with $2,000? You can’t do very 
much. 

The point that I should like to make in closing is that there is not 
an organization in the world that has the opportunity to make 
progress against disease that is going to kill two-thirds of the people 
in this room except the Veterans’ Administration because of their hos- 
pital population, their outpatient department, the nice stainless steel 
kitchens. They have much better facilities than we have in the 
universities but they need some more money and they need some 
money for research, they need some money for training and they need 
some money for experimental facilities. 

If they cannot spend 10, 15, or 20 million dollars and spend it in 
i hurry, there had better be a new person to run research in the Vet- 
erans’ Administration but I am sure they can spend it for I have the 
highest regard for Dr. Middleton and Dr. Cummings, but give them 
some money. 

Senator Maenuson. Of course, this field, too, should pay big divi- 
dends I should think in looking at the figures of the average age of 
people in veterans hospitals and the fact that the average stay is 
tlmost 2 months. 

Dr. Stare. That is right. 


PROBLEM OF AGING 


Senator Magnuson. Dr. Cummings, don’t you have a project which 
you call the problems of the aging? This would fit into that very 
well, would it not ? 

Dr. Cummings. Yes, sir. Aging is one of the major problems. 

Senator Magnuson. And you only have $310,000 for that whole 
problem on aging ? 

Dr. Cummines. That is for research other than the cardiovascular 
research and cancer research. 

Senator Macnuson. But they fit together ? 

Dr. Cummrines. Yes, sir, they are interrelated. 

Dr. Srare. It just seems fantastic to have a medical bill the size 
that the Veterans’ Administration has and yet spend such a minute 
amount trying to reduce this bill. The only way you will ever reduce 
it is by finding out causes, better treatments, and for the vest of us, 
prevention. 

Senator Magnuson. I have some figures. From 1937 to 1957 the 
number of elderly hospitalized veterans has increased tenfold. That 
probably shows a greater increase in this type of thing within that 
figure than any other field. 

Dr. Stare. That is all I have. 
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Senator Macnuson. Thank you Dr. Stare, your testimony has been 
very helpful. You tell the Senator from Michigan now. Give him 
a lecture about the terrible evil of cigarette smoking. 

Senator Porrer. I have four other vices to go. 

Dr. Srarz. To bad the Senator from Massachusetts was not here so 
he could have heard the good word about the Harvard department of 
nutrition. 

Senator Magnuson. Now, is there anyone else that I have missed 
because I don’t have a list of witnesses ? 


UNIVERSITY OF MARYLAND SCHOOL OF MEDICINE 


STATEMENT OF DR. MAURICE C. PINCOFFS, PROFESSOR OF 
MEDICINE 


COOPERATIVE STUDY OF DIABETES IN VA 


Dr. Prxcorrs. I am glad to have been asked to come here to make: 
a statement concerning the need of financial support for a cooperative 
study in the Veterans’ Administration hospitals and its clinics, the 
treatment of diabetes by the newly discovered drugs. 

I am chiefly qualified to make such a statement through long expe- 
rience in the clinical aspects of this disease as professor of medicine 
at the University of Maryland School of Medicine and chief physician 
in several of our large Baltimore hospitals, by early iene anateteal 
on pancreatic secretions, by contact with the research work of others. 
in this field and as a former member of the Advisory Council of the 
National Institute of Arthritis and Metabolic Disease and on Internal 
Medicine. 

The importance of this problem of the treatment of the diabetic can 
be summarized in a few words. As you know we made a tremendous. 
step forward about 37 years ago when insulin was discovered. It 
changed the whole immediate prospects of the diabetic, especially the 
young diabetic who died almost inevitably in diabetic coma. 

But we are a long way from feeling that the treatment of diabetes 
is a solved problem. The reason for that is that to treat diabetes as 
is customary with diabetary restrictions and injection of insulin is 
a cumbersome and difficult program of treatment. 

Consequently, a great many human beings with this disease have 
not either the intelligence or the willpower to follow that regimen, 
with constant disaster to themselves. In the second place even the 
faithful patients who follow this regimen still show a much greater 
susceptibility to certain complications of the disease than do the 
nondiabetic. 

COMPLICATIONS IN DIABETES 


I refer to disease of the eye with cataracts and blindness as the 
result, disease of the heart, with coronary disease. I think Dr. Stare 
will agree that maybe that might be added as one of the present dis- 
posing factors to coronary disease, disease of the kidney that carry off 
a great many diabetics, the most painful and distressing neurological 
complications. 

One could go on but those are the major ones. Now those we have: 
not solved. We do not know why it is that even the cases that are kept 
under what we now consider good diabetic control still have this. 
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present disposition that shows itself in the development of these 
complications. 

In ener, improvements in treatment are very urgently needed 
by these people. In the last few years an exciting thing has happened 
in this field in the discovery and experimental use, now clinical use, of 
certain chemical compounds that taken by mouth will eliminate in a 


certain category of diabetic patients sugar from the urine and lower 
blood sugar. 


NEW TREATMENTS 


If these can be improved, and there is very active work going on in 
various of these chemical compounds, they will affect a very important 
improvement in the practicality of diabetic treatment. Now iabetic 
treatment is no guaranty against complications but from what evi- 
dence we have it does lessen the danger of complications very defi- 
nitely and importantly, especially certain complications. How would 
one attack this problem of giving a very thorough trial to this drug, 
very much as veterans attack the problem of the chemical treatment of 
tuberculosis when antituberculosis drugs become available. 


DEMONSTRATED WORTH OF VA RESEARCH 


Senator Macnuson. There, doctor, is one place where we can almost 
show in dollars and cents how research paid off in the Veterans’ 
Administration. You can show almost to the dollar how it paid off. 

Dr. Pincorrs. Not only in this federally sponsored Veterans’ Ad- 
ministration hospital but in hospitals—all chronic hospitals—all over 
the country because this is a chronic disease, tuberculosis. There is a 
real analogy between diabetes that I am talking about and tuberculosis. 
They cause chronic disability when the complications set in. They 
both at present run into that disability more in the older age periods. 
As the age of our veterans population increases, so will the disability 
from diabetes increase. At the present time, what we need, of course, 
to test out this possible improvement in our treatment is what has been 
mentioned so often this afternoon, the availability for careful inves- 
tigation and for the keeping of such records that will make it possible 
to statistically compare the results of the new treatment with preced- 
ing forms of treatment over a longer oneser of time. I defy you to 
show anywhere in the United States where that can be done except in 
the Veterans’ Administration hospitals. 


AGING ACCELERATES DISABILITY 


Senator Macnuson. I think that point there ought to be stressed 
here, that you say from your experience and from all the information 
you gather, I am sure Dr. Cummings and Dr. Middleton will agree, 
that as the veterans get older, this disability shows up more and more. 

The trend being older, therefore this would be—again I use the 
word—the greatest laboratory in the world to get the research done in 
this field. 

Dr. Pincorrs. There are available figures from veterans showing 
the increase in hospitalization for diabetes according to age periods. 
I think these groups that are studying the problem of drug effective- 
ness in the different hospitals—— 
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NEW DRUG FOR DIABETES 


Senator Magnuson. What is the drug? 

Dr. Prxcorrs. The one that is available at the moment for public 
use is called Orinase, but there are a number, so to speak, in the 
laboratories awaiting tests. 

Senator Porrer. Why don’t more doctors use it ? 

Dr. Prncorrs. Because as yet this drug, as I tried to point out, is 
not the answer for diabetes in all of its manifestations but only for 
certain types of diabetes. But it acts on a new principle and there 
are going to be coming out of the laboratory all kinds of variations 
that may extend its scope, may make it much more effective. So that 
it urgently needs study. 

It needs it for the diabetic quite as urgently as the tuberculous pa- 
tient needed the study of streptomycin or aureomycin. 

Senator Magnuson. Are there some future fields for diabetics other 
than diet, itself ? 

Dr. Prncorrs. Not as far as we know. 

Senator Magnuson. It has to be supplemented ? 

Dr. Prvcorrs. It has to be supplemented in the severe cases. The 
real answer will lie when we understand the action of all these things 
to such an extent that we can set up a preventive program. But right 
now we are dealing with the immediate practical use of the new 
methods of treatment for existing and potential diabetics. 


VETERANS’ ADMINISTRATION HOSPITALS EXCELLENT FIELD FOR STUDY 


There are figures indicating that we have approximately 3,000 vet- 
erans with diabetes in the Veterans’ Administration hospitals right 
along. They have a great many for long terms because the nature sof 
their complications and their age often mean a long admission. 

This group cannot be paralleled outside the Veterans’ Administra- 
tion. There is no place where the cooperation of a sufficient number of 
personnel i in following the same program could be obtained except in 
veterans’ hospitals. It will do a great deal for the actual existing 
diabetic veterans. 

It will do a great deal to add to the value, the stimulus of research, 
clinical research, in our hospitals, in the Veterans’ Administration 
hospitals. It has long been known in hospitals of medical schools 
that where there is not active research there is a slump in the general 
level of interest in medical care. Where there is research everyone is 
on his toes to watch for what is being accomplished. 

It has that indirect dividend if you establish this study. Finally, 
of course, as has been said so often, what is worked out in the veterans 
fits not only veterans but the diabetics throughout the world. 

Senator Magnuson. Thank you, doctor. 

Doctor Cummings, what is your program now in this particular 


field ? 


TESTING ORIANID IN HOSPITALS 


Dr. Cummrines. At the moment, Senator Magnuson, we have several 
hospitals particularly interested in testing the new oral antidiabetic 
preparations. We have had made known to us the interest of many 
clinicians in doing a comprehensive and more thorough evaluation. 
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1 would say at the moment we might have as many as 20 physicians 
who have expressed an interest in banding together to evaluate, on a 
statistically valid basis, the role of these new agents in treating 
diabetics. 

Senator Maenuson. Being a layman I may not put it right but 
this is the sort of job that can be done the best where you have a 
great number of patients that you continually have records of, that 
you can catalog, and you can catalog the result as you move along 
where you have particularly patients that are going to be there for 
a long time and putting together all the statistics and facts and things 
you gather to come up with some conclusions. 

So that is why the veterans in this case would be perfectly adapted 
to it. Do you have any dollars-and-cents-figures on what you are 
doing in this field ¢ 

Dr. Cumomines. No, sir. 

Senator Magnuson. This is one of your projects? 

Dr. Cummings. It is one of the projects that we envision to carry 
forth in the future if we have proper support. 


PROJECTED PROGRAM 


Senator Maenuson. Could you furnish for the record, without put- 
ting you on the spot here, a little summary for us, telling us what you 
have in mind and what it might cost to begin the next year along the 
lines that Dr. Pincoffs testified ? 

Dr. Cuminas. I shall be delighted to provide that information 
after meeting with my staff. 

(The information referred to follows :) 


Diabetes mellitus is a disease or syndrome predominantly recognized in 
humans over 40 years of age but is also present in large numbers of. children, 
adolescents, and young adults as well. It is still poorly understood in some 
areas and not understood at all in others. That portion of the syndrome relating 
to earbohydrate metabolism fits into the first category and the abnormal fat 
metabolism as well as neurologic complications remain in the latter category. 

Any research endeavor, to be complete, should attempt to define the disease 
precisely and resulting from this definition, provide a clue for therapy and 
prevention that would be more satisfactory than current methods of treatment. 

The program, therefore, should involve all types of investigation from basic 
through applied research. 

Basic approaches would necessarily involve investigations of the abnormal 
metabolic pathways involved in the syndrome—an elucidation of the enzyme 
activity that characterizes the diabetic, the alternate pathways of metabolism 
and the deficiencies or excesses of hormonal materials that may be present. The 
approach to this attack will be dealt with in the final paragraphs below. 

The more applied approaches to the problem could be represented divided into 
5 eategories: 1. The role of insulin in the management of the diabetic—the 
clinical and laboratory appraisal of insulin activity as it differs from person to 
person and in the same person from time to time. 2. The effects of various types 
of diets under controlled conditions in preventing, delaying, and accentuating 
the abnormalities and complications of diabetes. 3. The comprehensive evaluation 
of newer oral hypoglycemic agents and elucidation of their mechanism of action 
and the chemical structures most closely relating to hypoglycemic activity. 
+. The evaluation of agents having metabolic activity in the lipid and lipoprotein 
range without carbohydrate activity. 5. The use of familial study techniques 
in case finding and a better overall evaluation of what diabetes mellitus really 

This entire project could well be initiated at our centers where large domiciliary 
populations are present. In these instances, there would be an opportunity 
to aggregate a large pool of constantly available people with every manifestation 
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of diabetes and its complicating illnesses. These patients (primarily members) 
are people who are largely permanent residents at the VAC. They would be. 
less likely to remove themselves from the study and they could be placed on a 
controlled dietary regime with very little difficulty. 

The following changes and additions would be necessary to start the study 
properly in several VA hospitals and domiciliaries. Each unit would require: 
1. Research dietitian 
2. Separate dining room 
3. Separate metabolic kitchen 
4. Convert space to metabolic ward, 10 to 20 beds for special studies 
5. Nursing personnel for this ward 
6. Research laboratory—Personnel and equipment : 

1 biochemist, salary approximately $7,000 
Equipment, approximately, $7,500 

A precise cost estimate remains to be developed. One could reasonably expect 

that it would not exceed $100,000. 


SUPPORT FOR PROGRAM 


Senator Magnuson. I understand you could not give us a figure out 
of the air but if something could be done we could get going on that 
program. I know we could get the support of 2 or 3 Senators. When 
we add a few years we might have enough. 

Thank you all for coming. We will now shift from this very inter- 
esting subject to the subject of running Government buildings. 

Senator SaLronsTau (presiding). The committee will be in order. 


GENERAL SERVICES ADMINISTRATION 


STATEMENTS OF HON. FRANKLIN G. FLOETE, ADMINISTRATOR; 
MAX MEDLEY, COMPTROLLER; F. MORAN McCONIHE, COMMIS- 
SIONER, PUBLIC BUILDING SERVICE; JOHN E. STRAWSER, AD- 
MINISTRATIVE OFFICER; JOE E. MOODY, ASSISTANT GENERAL 
COUNSEL; AND WAYNE C. GROVER, ARCHIVIST OF THE UNITED 
STATES 


OPERATING EXPENSES 


Senator SattonstTatu. Mr. Floete, are you satisfied you have finished 
with the operating expense items? 

Mr. Fuioere. Yes, sir. 

Senator Satronstaty. I did not get a chance at the last meeting, 
but I think it would be helpful if you would elaborate a little more 
than in your prepared statement what you want the money for. 

Of course, when we go to conference we have to be able to convince 
the House Members that you need the money. 

The thing that appealed to me as I read the record and listened to 

ou, you, I think if you could for the record give to Mr. Cooper a 
eae of some of these items a little more fully than you have, it 
will be helpful. 

Mr. Fvoere. It is developed to a considerable extent in the amend- 
ments which we submitted to the committee. 

Senator SatronstaLL. You mean this chart? 

Mr. Fioere. No, the operating expenses items and all the other items 
are covered in this document that we have submitted to the committee. 
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GSA PROPOSED AMENDMENTS 


Senator SarronstTatu. Is that in the record here, Mr. Cooper? 
Mr. Coorer. Yes. 


Senator Satronstatu. Put the rest of the document in the record at 
this point, including the Administrator’s statement on capital and 
miscellaneous items. 


(The document referred to follows :) 


REMAINDER OF ADMINISTRATOR’S STATEMENT TO INDEPENDENT OFFICES SuBCOM- 
MITTEE, SENATE COMMITTEE ON APPROPRIATIONS 


CAPITAL ITEMS 


The first group of capital items relates to construction, repair, and improve- 
ment of public buildings. The budget estimate included 5 items totaling $76,- 
440,000. The House bill includes 4 items totaling $290,565,900. Our proposed 
amendments include 5 items totaling $118,485,900. 

For the first item, “Repair and improvement,” the House increased the budget 
estimate from $50 million to $75 million. We think this is a good thing since it 
will enable us to bring the existing public building into the proper state of repair 
cat an earlier date. 

For the next item, “Sites and expenses,” the House increased the budget esti- 
mate from $20 million to $38 million. As the committee knows, this item covers 
the acquisition of sites and the preparation of plans for approved lease-purchase 
projects. The additional funds will enable us to proceed more rapidly with this 
phase of our work. However, we have, under amendment No. 3, proposed changes 
in language which conform to the original budget estimate and will permit us to 
do two things which are essential. 

The first language change authorizes the use of funds for moving, rent, and 
related costs for Government activities which have to occupy temporary space 
for limited periods pending completion of new buildings. 

The second would eliminate the prohibition against the use of funds for going 
ahead with Federal Office Building No. 7. 

The next item is for “Construction of public buildings projects.” The House 
inserted $177,255,000 as direct appropriation for this purpose. Amendment No. 
4 proposes the deletion of this amount and continued use of the lease-purchase 
method for financing all but 7 of the 98 approved lease-purchase projects. 

All of the reasons that led to the passage of Public Law 519, 83d Congress, 
2d session, approved July 22, 1954, are as valid today as they were at the time 
of the passage of this act. These may be summarized as follows: 

1. The necessary funds are provided from private sources rather than through 
public borrowing. This is desirable because it reduces budget requirements 
for any one year and spreads the cost over periods up to 30 years, thereby 
tending to reduce inflationary pressures. 

2. The lease-purchase method provided a supplemental means of financing 
public buildings for which, as a practical matter, no substantial appropriations 
had been made for many years. 

8. Congress apparently determined as a matter of public policy it was de- 
sirable for the Government to pay State and local taxes on such properties 
during the term of the contracts and so provided in the law. This reduces the 
economic burden which large Federal holdings impose upon communities. 

4. It was recognized that the cost would be less by direct appropriation 
than by the lease-purchase method. However, the principal element of addi- 
tional costs is the taxes. The other important element of additional cost is 
the difference between the interest paid under the two mehods. 

5. It enables the Government to accrue an equity in buildings especially 
designed and constructed to meet its long-term needs rather than continue to 
pay rent for space sometimes ill suited for Government use. 

6. It enables consolidation of several Government activities in cities and towns 
into single locations and thus reduces operating costs of occupant agencies, as 
well as GSA’s building protection, operation, and maintenance costs. 

The lease-purchase program was never intended as a substitute for a regu- 
lar public-buildings program and the law expressly so provides. We are not 
using the law as such a substitute but only as a supplemental method of ob- 
taining urgently needed facilities which we feel cannot be delayed until such 
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time as the economic situation will permit going forward on an appropriation 
basis. We don’t think that time has arrived yet. We believe that the addi- 
tional ‘interest cost is justified by the immediate budgetary savings and the 
desirability of financing public buildings, under existing budgetary circum- 
stances, through private capital. 

The results obtained under the Jease-purchase program during the last 4 
months indicate it has been well accepted by private capital as a sound invest- 
ment. Interest rates have declined from a high of 5 percent on the first finan- 
cial bids to a low 4% percent. The number of construction bids received, and 
their amounts, indicate the construction industry also fully accepts this method. 

For “Payments, public buildings purchase contracts,” the budget estimate was 
$1,265,000. The House bill allows $310,900. We are not appealing the amount 
since this will be adequate to make all payments falling due in fiscal year 1959. 
However, we have under amendment No. 5 proposed changes in the language 
which would strike the proviso added by the House and reinstate the annual 
contract authority in accordance with the budget estimate. 

The effect of our amendments Nos. 4 and 5 would be to eliminate direct appro- 
priations for public-building construction and reinstate the lease-purchase method 
for projects heretofore approved by the Senate and House Public Works Com- 
mitteés, including those in the District of Columbia. 

The administration supported lease-purchase at the time of its passage and 
continues to do so believing, now, as it did then, that this method can provide 
a definite and continuing supplemental means of acquiring badly needed Federal 
office buildings at a time when the demands on the Treasury are heavy for pro- 
grams which cannot be financed in this manner. GSA fully supports this position. 

Whether or not Congress restores our 1959 contract authority as recommended 
in amendment No. 5, the proviso in the House bill on page 12, lines 2 through 6, 
inclusive, must be either deleted or amended to make it clear that any prohibition, 
which ultimately becomes law, does not apply to contracts entered into before the 
appropriation act becomes effective. At the time of the House hearings, only 
four financing and construction contracts had been executed. Now, however, 
23 construction contracts, totaling $41,104,000, have been executed. Between 
now and June 30, we expect to let an additional 12 contracts for approximately 
$8,486,500. So, by June 30, we expect to have 35 projects, totaling approximately 
$50 million, under contract. 

The House bill also deleted the items for the United States Court of Claims 
Building in Washington and the United Nations Building in New York. Amend- 
ments Nos. 6 and 7 would restore our budget requests for funds for plans for 
the United States Court of Claims Building, $1,200,000, and construction of the 
United Nations Building, $3,975,000. 

The United States Court of Claims Building was originally designated as Fed- 
eral Office Building No. 7 and was authorized by the Public Works Committees 
of Congress at a maximum cost of $27,450,000. The requirements and type of 
occupancy upon which that cost estimate was based have materially changed. 
This building now includes new quarters for the Court of Claims. The present 
estimate of costs is approximately $35 million. This amount and the change in 
the character of the building would not be within the original authority. Con- 
demnation proceedings have been instituted and title to the land is now in the 
United States. It is desirable to engage architect-engineers at this time to pre- 
pare plans and specifications so that construction may be started at the earliest 
possible date. 

We cannot proceed with the plans for this building under the prohibition con- 
tained in our 1958 Appropriation Act and will not be able to proceed if the 
continuation of that prohibition, as proposed by the House, stands. As stated 
earlier, our amendment No. 3 would strike this prohibition. 

The United Nations Building was originally authorized under the Lease- 
Purchase Act. Since the date of that authorization, the requirements, nature. 
size, and cost of the building have increased so that it is impossible to construct 
the type of building now required under the original authorization. The neces- 
sary land has been acquired, the plans and specifications will be completed by 
July of this year, and the project can be put under construction in the fall of 1958, 
provided the appropriation is made, 


OTHER CAPITAL ITEMS 


The budget estimate included $15 million additional capital for the ‘‘General 
supply fund” which was disallowed by the House. We are requesting full res- 
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toration. If our expanded sales program and motor pools are to proceed as 
planned, we need the full amount of the additional capital principally for in- 
creased inventories in our stores and additional equipment for motor pools. 

For “Strategic and critical materials,” we requested $70 million. The whole 
amount was deleted by the House. As indicated in earlier testimony, and as 
explained by our amendment No. 16, this money is for reimbursing the Com- 
modity Credit Corporation for materials which the Corporation has acquired 
by barter for the national stockpile. 


MISCELLANEOUS LIMITATION ITEMS 


There are five miscellaneous limitation items included in our estimate which 
apply to the use of funds for specific purposes under the appropriation items. 

The first two are for strategic and critical materials and the Abaca programs. 
Both were approved in the amount of the budget estimate—$3,324,000 and 
$47,000, respectively. 

The third one for the Federal Facilities Corporation was reduced by the 
House from $50,000 to $25,000. As set out in amendment No. 20, the workload 
in liquidating the Federal Facilities Corporation will be about the same in fiscal 
year 1959 as for fiscal year 1958, and the full amount of the budget estimate is 
required. 

The budget estimate included a limitation of $54,000 for liquidating the re- 
maining assets of RFC. The House reduced this amount to $42,500 and we are 
requesting restoration. The 1958 workload will continue in fiscal year 1959 and 
the full amount of the budget estimate is needed. 

The next item is the limitation on the administrative operations fund which 
is important to GSA’s operations. All financial, legal, personnel, and adminis- 
trative services for all programs of GSA are financed from this item. It is 
therefore essential that adequate limitation be approved for the fund to cover 
the financing of these services. The budget estimate included $11,100,000. The 
House allowed $10,700,000. We are asking for the limitation to be increased 
to $11,265,000 which is $165,000 above the budget estimate. The increase is 
needed for added work which will develop from raising the estimate for repairs 
and improvements to public buildings from $50 to $75 million. Additional de- 
tails—showing, in particular, progress made in reducing unit costs—are in- 
cluded in amendment No. 18. 


TRAVEL LIMITATION ITEMS 


The final group covers 11 travel limitation items. In total, the budget esti- 
mate included $1,609,500 for these limitations which was reduced in total to 
$1,445,700 by the House. We are requesting full restoration of the budget esti- 
mates. Actually the House went along with 5 items and reduced 6. Of the 6 
items reduced, we believe that our budget estimates were sound. GSA has 
stewardship of assets totaling approximately $9.5 billion. These assets are 
scattered all over the United States. Their proper management entails travel 
on diversified problems. In addition, travel involves such matters as examining 
sites and buildings, inspecting quality control systems at manufacturer’s plants, 
conducting workshops to improve paperwork management participation in pro- 
cedings before regulatory bodies on transportation and public utility cases, and 
taking physical inventories of the national stockpile. To do these things re- 
quires adequate travel funds. Therefore, full restoration of those items where 
the House made reductions is strongly recommended. 

We believe this entire appropriation request is sound and necessary. It does 
not depart materially from last year. It contains no new programs. Each 
item has had our careful scrutiny. Restoration of the reductions will enable 
us to properly perform our functions. 

Mr. Chairman, this concludes my formal statement. Details are available 
as you request. 


CAPITAL ITEMS 


Senator SaLronsTaLL. Now, we will go to capital items. Senator 
Young has 1 or 2 items that he would like to speak about. 

As a courtesy to a Republican colleague when a Republican is 
presiding in a democratically controlled Congress, I recognize Senator 
Young. 
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BORDER STATION AT DUNSEITH, N. DAK. 


Senator Younc. What is the status of the proposed Immigration 
and Custom Building to be located in the International Peace Garden 
near Dunseith, N. Dak. ? 

You will recall that the Senate inserted an item to construct this 
building the last session, that the conferees approved it, but it was 
struck out on the floor of the House on the ground, I believe, that 
there was not sufficient information ? 

Mr. Fioerse. Unfortunately, Senator, we do not seem to have the 
information specifically on that one subject. We can supply it for 
the record. 

Senator Youna. I wish you would supply it for the record. I un- 
derstand that Immigration and Customs Seren made a request to 
GSA for a new building costing in the neighborhood of $500,000. 

Will you supply the information to the committee as to what action 
was taken in that respect ? 

Mr. Fioere. Certainly. 

(The information referred to follows :) 


DunSsEITH, N. DAK., BORDER INSPECTION FACILITIES 


The existing facilities are located in the town of Dunseith which is approxi- 
mately 13 miles south of the border. Customs and Immigration jointly occupy 
367 square feet of leased space for which the annual rental is $900. The space is 
in a motel, is very inadequate and in poor condition. It is so located that, 
‘despite directional signs, motorists entering from Canada do not notice the 
existence of the station. This results in a high percentage of runbys. 

The Immigration and Naturalization Service rates the replacement of the 
present facilities as top priority in the border inspection station group. The 
Bureau of Customs likewise indicate very high priority. 

A new Dunseith border inspection station was authorized pursuant to the act 
of June 22, 1936 and a site acquired July 19, 1941. The project was reauthorized 
under the act of June 16, 1949. The project is tied in with the International 
Peace Garden development. 

General Services Administration has studied the border facility needs with 
Immigration and Naturalization Service and Bureau of Customs. As a result of 
the study a project has been developed which contemplates the acquisition of 
additional land and the construction of a station building which will provide 
6,500 square feet of net area for the Bureau of Customs and a like amount for 
the Immigration and Naturalization Service, together with the related auxiliary 
space and facilities, including four residential units for station personnel. The 
proposed limit of cost is $400,000. 

The Canadian Government has recently constructed border inspection facili- 
ties on the Canadian side with which the proposed American facilities will be 
compatible. 

Construction of these facilities must be referred until funds are appropriated 
therefor. 

INTERNATIONAL PEACE GARDEN 


Senator Youne. Mr. Chairman, may I say a few words in behalf 
of this proposed Customs and Immigration building? 

The International Peace Garden which is on the boundary between 
the United States and Canada was established about 20 years ago. 
It has become a beautiful spot where many international meetings 
have been held. 

The Canadians have built a $400,000 Customs Building on their 
side. We have a site on our side where a new building is supposed 
to be constructed. 
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The present Customs Building is at Dunseith, 13 miles from the 
border, and a very inadequate structure. I sense that the Customs 
and Immigration people feel that way. 


It is an old building and very small one and according to their 


testimony many people crossing the border do not even find this 
building; it is so far from the border. 


I wish you would provide that information. 
Mr. Chairman, I would like to have inserted in the record a state- 
ment prepared by myself in support of this and also a statement from 


Fred J. Frederickson, representing the Greater North Dakota Asso- 
ciation in support of this building. 


BORDER STATION AT GRAND FORKS, N. DAK. 


Also, Mr. Chairman, a statement by Mr. H. G. Gustavson, president 
of the Grand Forks, N. Dak., Chamber of Commerce, and manager, 
Amos Martin, in support of the construction of an Immigration and 
Customs Building to Se located in Grand Forks, N. Dak. 

This building is needed very badly there as they are operating in 


2 or 3 buildings. The site for this building was acquired several years 
ago. 


If we are going into construction in the next few years to help the 
unemployed, I do not know a better program to follow than to con- 


struct things we plan to build anyway, and that are badly needed. 
The construction of these is — overdue. 
(The statements referred to follow :) 


STATEMENT OF SENATOR MILTON R. YounGe 


Mr. Chairman, the present Immigration and Customs facilities at Dunseith, 
N. Dak., are entirely inadequate. They are located in an old motel some 13 
miles from the Canadian border. They lack adequate plumbing and heating 
facilities, and were never built for the purpose of housing Immigration and 
Customs offices. 

Because these facilities are so far from the border, a great many travelers fail 
to notice it and as a result, they do not stop at Dunseith after clearing through 
the Canadian station. During the summer of 1956 a check was made to deter- 
mine the actual number of people who failed to stop at this station. Through 
the cooperation of the Canadian station, cards were given to each vehicle 
cleared through it. This card was to be turned in at the Dunseith office. Even 
though the drivers of these vehicles had this reminder, 206 vehicles failed to 
stop at Dunseith during the period of June 3 to November 30. Ninety percent 
of these violators stated that they had failed to see the Dunseith station. 

Located on the North Dakota-Canadian border north of Dunseith is the 2,300- 
acre International Place Garden. This Place Garden was established 25 years 
ago to commemorate the many years of unbroken peace between our two coun- 
tries, and is the only project of its kind in existence anywhere in the world. 
The Canadian Government in recent years has constructed facilities at the Peace 
Garden site costing in excess of $400,000. This may be larger than necessary 
to meet requirements at the present time, but undoubtedly the Canadians are 
thinking of the future years when this port of entry may well become one of the 
most important along the entire border. Canadians realize this part of their 
nation is on the threshhold of a great expansion. This area is adjacent to vast 
newly discovered oil deposits. Similarly, this area of the United States has rich 
oil deposits discovered only a few years ago which are now being developed. 
Already there are more tha: a thousand producing oilwells on the North Dakota 
side of the border. 

Mr. Chairman, it would seem to me that our Government ought to provide 
facilities on our side of the border which would be in harmony with the beautiful 


surroundings of the Peace Garden, and which would compare somewhat favor- 
ably with the Canadian facilities. 
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STATEMENT OF FrRep J. FREDRICKSON, REPRESENTING GREATER NORTH DAKOTA 
ASSOCIATION, ON PEACE GARDEN BorbDER STATION, DUNSEITH, N. DAK. 


Mr. Chairman, my name is Fred J. Frederickson, I live in Valley City, N. Dak., 
which has been my home for more than 45 years. 

I represent the North Dakota State Chamber of Commerce which in my State 
is more commonly known as the Greater North Dakota Association, organized 
35 years ago for the purpose of assisting in the development of the State, par- 
ticularly its highways, travel, and natural resources. 

My appearance is in support of funds for the construction next year of a new 
and relocated Immigration and Customs station at the Canadian border north of 
its present location in Dunseith, N. Dak. 

The present facility is woefully inadequate in almost every respect. Built 
more than 25 years ago as an inexpensive tourist court, it is still oecupied by sev- 
eral families except for the so-called office used by the Government as a checking 
station. It lacks adequate plumbing and heating systems and is in no way 
adapted to the business for which it is used. 

This station is 13 miles south of the border. There are many travel routes 
the public could take to avoid passing the office. Many fail to see the small 
inconspicuous sign identifying the small building as a border station, and find 
it only after making inquiry. Others simply continue on their way without 
checking through and thereby cause additional work for the understaffed force 
as well as inconvenience, embarrassment, and expense to visitors who must return 
to register. A station located at the border near the recently constructed 
Canadian facility would obviate such inconvenience, embarrassment and unneces- 
sary expense. 

Canada in 1955 constructed a new modern immigration and customs facility 
at the international boundary, consisting of a handsome office building, a ware- 
house and 5 staff residences, at a cost in excess of $400,000. This facility is 
located in and harmonizes with the natural beauty and elegant symmetry of the 
formal area of the 2,300-acre International Peace Garden astride the interna- 
tional boundary, established 25 years ago to commemorate the long unbroken 
peace between the 2 nations and developed by private, State, Provincial, Federal, 
and Dominion funds. 

A suitable site for a new immigration-customs facility in the Peace Garden at 
the Canadian border was made available, without cost to the Government, in 
1934 and approved by the Justice Department in 1941. This site, with such 
enlargement or modification thereof as may be required, continues to be available. 

A concise statement on the Dunseith, N. Dak., station appeared on page 9445 
of the Congressional Record for June 27, 1957, supplied by the services involved, 
is here quoted: 

“There are no available Government-owned quarters for housing the inspection 
facilities of this Service or the Customs Service at Dunseith, N. Dak. No ade- 
quate privately owned building is available for rental. The present inspection 
office is located at a rented tourist cabin, a distance of 13 miles from the border. 
There are a number of roads leading from the main highway going east and 
west which can be used by the public without requiring them to pass the inspec- 
tion point. The building where the inspectional office is located is in a very poor 
state of repair and is not the type of structure that a person would expect for a 
Government office. Within the last 5 years the number of persons admitted 
annually has increased from 26,000 to 79,000. The port is open 24 hours daily 
in summer and from 8 a. m. to midnight in winter. Two immigration officers 
and one customs officer are regularly assigned. A tract of land 800 feet by 150 
feet is owned by the Government at the border. It is proposed to construct a 
station for the joint use of the Immigration and Customs Services and two cot- 
tages for personnel in residence at the border.” 

At the hearings before the Senate Subcommittee on Independent Offices Appro- 
priations, 1958, Mr. McConihe, Commissioner of Public Buildings, supplied the 
following statement appearing on page 131 of the printed hearings: 

“Existing facilities are located in Dunseith which is 13 miles south of the 
border. Customs and Immigration jointly occupy 367 square feet of leased 
space for which the annual rental is $900. The space is in a motel, is very 
inadequate, and in poor condition. It is so located that, despite directional signs, 
motorists entering from Canada do not notice the existence of the station. This 
results in a high percentage of ‘run bys.’ 
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“The Immigration and Naturalization Service rates the replacement of the 
present facilities as top priority in the border inspection station group. The 
Bureau of Customs likewise indicates very high priority. 

“A new Dunseith border inspection station was authorized pursuant to the 
act of June 22, 1936, and a site acquired July 19, 1941. The project was re- 
authorized under the act of June 16, 1949. The project is tied in with the 
International Peace Garden development. The Canadian Government has re- 
cently constructed border inspection facilities on the Canadian side.” 

In letter from General Services Administrator and the Postmaster General 
transmitting the report covering Federal building projects eligible for construc- 
tion throughout the United States, its Territories, and possessions, pursuant to 
the Public Buildings Act of 1949 (Public Law 105, 81st Cong.) August 9, 1951, 
and printed as House Document No. 224, 82d Congress, Ist session, the border 
station at Dunseith, N. Dak., is listed on page 44, and the proposed limit of cost 
is given as $300,000. 

In similar letter, July 17, 1953, printed as House Document No. 212, 83d Con- 
gress, lst sesssion, on page 46, is listed the Dunseith, N. Dak., border station, 
and the proposed limit of cost is given as $380,000. 

In similar letter, August 2, 1955, printed as House Document No. 224, 84th 
Congress, 1st session, on page 47, is listed the Dunseith, N. Dak., border station, 
and the proposed limit of cost is given as $380,000. 

It is my opinion, as well as the considered opinions of State and municipal 
officials, chambers of commerce, outstanding businessmen, and civic leaders 
in the Dunseith area, that an appropriate and adequate immigration-customs 
inspection building, architecturally suitable to the beauty of the International 
Peace Garden, could not be constructed much below the proposed limit of cost 
shown in the foregoing numbered House documents. 

Attached are copies of resolutions urging construction of a new customs- 
immigration building at the Canadian border in the International Peace Garden 
in North Dakota, adopted by the city of Dunseith, N. Dak., and Greater North 
Dakota Association. A number of other resolutions thereon have been adopted 
which are not herewith submitted because of duplication of those attached. 

Respectfully submitted April 29, 1958. 


RESOLUTION ADOPTED BY CIty COUNCIL OF DUNSEITH, N. DAK., OcTOBER 3, 1955, 
URGING THE RELOCATION AND EARLY CONSTRUCTION OF NEW CUSTOMS AND Im- 
MIGRATION FACILITIES FOR THE DUNSEITH, N. DAK., Port OF ENTRY 


Whereas international travel is an effective means for developing and main- 
taining good will, understanding and friendly relations between nations; and 

Whereas the peoples of the United States and Canada have for over a century 
enjoyed the most cordial relationship under a minimum of regulations ; and 

Whereas adequate customs and immigration facilities, properly located, fully 
staffed, and well organized, greatly contribute to the comfort and convenience 
of travelers passing through ports of entry, promote incrensed travel, aid in de- 
tecting duty evasion and unlawful entry, and in general make for a better and 
improved enforcement of applicable laws, rules, and regulations; and 

Whereas the building occupied by the United States Customs and Immigration 
Services at the Dunseith, N. Dak., port of entry are inconveniently located 13 
miles south of the international boundary, woefully inadequate, deteriorated 
and unsanitary, dilapidated and unsafe, and actually a disgrace to the Services 
and our Nation; and 

Whereas Canada has recently built handsome and commodious customs and im- 
migration oflices, a warehouse and five staff residences immediately north of the 
United States border and adjacent to the Canadian section of the International 
Peace Garden on Manitoba Highway No. 10, which facilities were formally 
dedicated September 10, 1955; and 

Whereas in order to best serve the touring public, the facilities for the Dun- 
seith, N. Dak., port of entry ought to be located immediately south of the Cana- 
dian border, near Canada’s new quarters and adjacent to the United States sec- 
tion of the International Peace Garden on North Dakota Highway No. 3 (which 
meets Manitoba Highway No. 10 at the international boundary and continues into 
Canada): Now, therefore, be it 

Resolved, by the city council of the city of Dunseith, Rolette County, N. Dak., 
in regular meeting, October 8, 1955, That the members of the North Dakota 
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delegation in Congress be, and they are hereby, respectfully requested and 
petitioned to urge and prevail upon the Bureau of Customs, Immigration and 
Naturalization Service, Treasury and Justice Departments, and the Bureau of 
the Budget to promptly develop, approve, and recommend appropriation esti- 
mates for the next fiscal year for the planning, designing, and construction of 
adequate and suitable customs and immigration facilities for the Dunseith, 
N. Dak., port of entry at the Canadian border, near Canada’s new offices, adjacent 
to the United States section of the International Peace Garden on North Dakota 
Highway No. 3; and be it further 

Resolved, That copies of this resolution be mailed to the President, Secretaries 
of the Treasury and Justice Departments, Commissioner of Bureau of Customs, 
Commissioner of Immigration and Naturalization Service, Director of Bureau 
of the Budget, congressional Committees on Public Works and on Appropriations, 
Senators William Langer and Milton R. Young, and Representatives Usher lL. 
Burdick and Otto Krueger. 


RESOLUTION OF GREATER NORTH DAKOTA ASSOCIATION URGING THE RELOCATION 
AND EARLY CONSTRUCTION OF NEW CUSTOMS AND IMMIGRATION FACILITIES 
AT THE DUNSEITH, N. DAK., Port oF ENTRY 


Whereas international travel is an effective means for developing and main- 
taining good will, understanding, and friendly relations between nations; and 

Whereas, the peoples of the United States and Canada have for over a 
century enjoyed the most cordial relationship under a minimum of regulations 
and restrictions; and 

Whereas adequate customs and immigration facilities, properly located, fully 
staffed and well organized, greatly contribute to the comfort and convenience 
of travelers passing through ports of entry, promote increased travel, aid in 
detecting duty evasion and unlawful entry, and in general make for a better 
and improved enforcement of applicable laws, rules and regulations; and 

Whereas the building occupied by the United States Customs and Immigra- 
tion Services at the Dunseith, N. Dak., port of entry is inconveniently located 
13 miles south of the international boundary, woefully inadequate, deteriorated 
and unsanitary, dilapidated and unsafe, and actually a disgrace to the Services 
and our Nation; and 

Whereas Canada has recently built handsome and commodious customs and 
immigration offices, a warehouse and five staff residences immediately north 
of the United States border and adjacent to the Canadian section of the In- 
ternational Peace Garden on Manitoba Highway No. 10, which facilities were 
formerly dedicated on September 10, 1955; and 

Whereas in order to best serve the touring public, the facilities for the 
Dunseith, N. Dak., port of entry ought to be located immediately south of the 
Canadian border, near Canada’s new quarters and adjacent to the United 
States section of the International Peach Garden on North Dakota Highway 
No. 3 (which meets Manitoba Highway No. 10 at the International Boundary 
and continues into Canada): Now, therefore, be it 

Resolved, by the board of directors of the Greater North Dakota Association, 
North Dakota State Chamber of Commerce, in annual meeting in the city of 
Bismarck, N. Dak., November 28-29, 1955, That the North Dakota congressional 
delegation be, and each and all of them are hereby, respectfully requested, peti- 
tioned, and urged to prevail upon the Bureau of Customs, Immigration and 
Naturalization Service, Treasury and Justice Departments, and the Bureau 
of the Budget to promptly develop, approve and recommend appropriation esti- 
mates for the next fiscal year for the planning, designing and construction of 
adequate and suitable customs and immigration facilities for the Dunseith, 
N. Dak., port of entry at the Canadian border, near Canada’s new offices. 
adjacent to the United States section of the International Peace Garden on 
North Dakota Highway No. 3; and be it further 

Resolved, That copies hereof be mailed to the President, Secretaries of the 
Treasury and Justice Departments, Commissioner of the Bureau of Customs, 
Commissioner of Immigration and Naturalization Service, Director of the 
Bureau of the Budget, Congressional Committees on Public Works and on 
Appropriations, Senators William Langer and Milton R. Young, and Repre- 
sentatives Usher L. Burdick and Otto Krueger. 
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STATEMENT OF H. T. GUSTAFSON, PRESIDENT, AND AMos MARTIN, MANAGER, GRAND 
Forks, N. DAK., CHAMBER OF COMMERCE, ON BORDER PatTrot SEcTOR HEApD- 
QUARTERS, GRAND Forks, N. Dak. 


Mr. Chairman, this statement, of H. T. Gustafson, president, and Amos Martin, 
manager, Grand Forks, N. Dak., Chamber of Commerce, is made in support 
of funds for the early acquisition of a site and the construction thereon of a 
Border Patrol Sector Headquarters at Grand Forks, N. Dak. 

When Mr. McConihe, Commissioner of Public Buildings, appeared before the 
Senate Subcommittee on Independent Offices Appropriations for 1958 on April 4, 
1957, he supplied a memorandum on the Grand Forks, N. Dak., border patrol 
sector headquarters, shown in page 132 of the printed hearings, in which these 
facilities were described as follows: 

“Bxisting facilities are split between two locations. Immigration and Natu- 
ralization Service acquired a small tract of land about a mile out from the city 
and moved some excess CCC barracks onto it which provide 2,224 square feet of 
space for a radio repair shop, auto repair shop, and auto and supply storage. 
These buildings are reported as being in poor condition. 

“In addition to the above, Immigration and Naturalization Service occupies 
1,596 square feet of office space in the post office and courthouse in Grand Forks. 
Immigration and Naturalization Service finds the present split operation very 
objectionable and considers that the post office and courthouse building is not a 
suitable location for carrying on this type of activity. The site occupied by the 
radio and auto repair shops, and garage, is inadequate for further development. 

“Immigration and Naturalization Service rates the replacement of the present 
Grand Forks facilities as high priority in the border patrol sector headquarters 
group.” 

Being personally familiar with the condition and operation of these facilities 
we can testify to and confirm the poor condition thereof and the inconvenience of 
the present split operation. With constantly increasing work and operations of 
the border patrol at Grand Forks we sincerely feel that the facilities should 
be consolidated at one location for greater efficiency. 

We also believe that the selection of a suitable site should be made at an 
early date while there still are some good locations from which to choose. 

In the letter from Administrator of General Services and the Postmaster 
General transmitting a report covering Federal building projects eligible for 
construction throughout the United States, its Territories and possessions, pur- 
suant to the Public Buildings Act of 1949 (Public Law 105, 81st Cong.), July 
17, 1953, House Document No. 212, 83d Congress, Ist session, there is listed a 
project for an immigration station, site and building or buildings, at Grand 
Forks, N. Dak., with a proposed limit of cost of $280,000. 

The same project is again listed in a similar letter, August 2, 1955, printed 
as House Document No. 224, 84th Congress, Ist session, with a proposed limit 
of cost of $280,000. 

We hereby offer and pledge the cooperation of the chamber of commerce and 
the citizens of Grank Forks, N. Dak., in any way in which we can be helpful 
in connection with development of such new facilities for the border patrol 
sector headquarters at Grand Forks. 

Respectfully submitted April 29, 1958. 

H. T. Gustarson, President. 
AMos MARTIN, Manager. 
Grand Forks, N. Dak., Chamber of Commerce. 


POST OFFICE BUILDINGS IN NORTH DAKOTA 


Mr. Frorre. Didn’t you mention Bismarck also the other day ? 

Senator Youne. Yes. I wish you would provide as much infor- 
mation as you can for the record regarding the proposed post office 
building for Williston, Minot, Grand Forks, Bismarck, Mandan, and 
Fargo. There are many others that should be constructed in North 
Dakota, but these are the most urgently needed. Particularly the 
one in Bismarck where the post office building houses the present 
Federal court facilities. 
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About 3 years ago the State of North Dakota had a second Federal 
judge appointed. We now have one judge located at Bismarck in 
the post office building, and the Justice Department has allocated a 
sum of money to remodel the office and try to make something out 
of it. 

Wisely, I think, the judge has not spent the money pending the 
construction of the proposed Federal building at Bismarck. 

Do you have any information on that ? 

Mr. Fiorre. We have completed the study of Bismarck and recog- 
nize the need there and have a very definite idea of what it is. The 
studies of the other towns you mentioned, Fargo, Mandan, Minot, and 
Williston, are nearing completion, but they are not in quite the same 
State that Bismarck is in. 

In Bismarck it would be a post office and courthouse building, 
which would cost in the neighborhood of $314 million. 

Senator Younc. The post office facilities, some Federal offices anil 
the court ? 

Mr. Froete. Yes, sir. 

The studies for the other towns are coming along rapidly. 

Senator Youna. The survey for Bismarck is completed ? 

Mr. Fioere. Yes. 

Senator Younc. Do you have a request from Immigration and 
Custom Service for this building to be located in the Peace Garden 
near Dunseith ? 

Mr. Srrawser. Yes. Our survey is completed. 


BORDER STATION AT MADAWASKA 


Senator Sauronsraty. Thank you, Senator Young. The state- 
ments will go in the record. Also a statement from Senator Payne 
of Maine, who requests a border station at Madawaska, Maine, be con- 
structed, similar to the one that Senator Young was speaking of in 
North Dakota. 

Mr. Frorre. We have that already in the supplemental for 1959 
and have already submitted it to the Bureau of the Budget. 

Senator Satronstratt. The one in Maine? 

Mr. Froete. Yes, sir. 

Senator SauronstaLu. So that if the Bureau of the Budget ap- 
proves what Senator Payne is asking it will be in the supplementary 
1959 appropriation ? 

Mr. Froete. That is right; that is for additional cost. 

(The material referred to follows :) 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 


March 31, 1958. 
Hon WARREN G. MAGNUSON, ; 


Chairman, Independent Offices Subcommittee, 
Committee on Appropriations, 
United States Senate, Washington, D. C. 


Dear Mr. CHAIRMAN: In the first session of the 85th Congress, the General 
Services Administration, through the Bureau of the Budget, requested $214 mil- 
lion for the purpose of building 5 border stations in the United States—a border 
station at Madawaska, Maine, was one of those. The Congress responded by 
appropriating $2,125,000—$375,000 less than requested—for this purpose. 
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The General Services Administration has endeavored to advance the construc- 
tion of the border stations concerned within the limits of those funds appropri- 
ated by the Congress, and consequently the fiscal 1959 budget does not reflect 
any recommendations for funds in this regard. There are, however, certain cost 
elements that have interfered with the Administration’s earnest efforts. 

For instance, at Madawaska, Maine, the General Services Administration has 
discovered that owing to a blend of complex factors, the cost of acquiring a suit- 
able land site and of relocating a section of railroad will cost in the vicinity of 
$70,000. The reduced amount appropriated during the previous session of Con- 
gress will not permit the accommodation of such costs. A brief reference should 
be made to the circumstances presently existing at this location. In short, the 
problem is one of cramped conditions. 

For instance, the presently existing customs facility is located on land owned 
and leased from the State of Maine. Any new customs building would—if it 
were to be conveniently situated at the end of the bridge that spans the St. John 
River—have to be located on surrounding land owned by two interests: (1) 
Fraser Paper Co., and (2) the Bangor & Aroostook Railroad Co. 

In addition, any such location would require the relocation of a section of 
railroad that presently traverses, in some degree or another, any such land that 
could be determined suitable for customhouse location. 

These, then, are the conditions in brief—a river on one side, a railroad on the 
other, and a suitable land site in the middle. The situation is, in effect, a tight 
one, leaving only a very limited area for manipulation. 

With regard to land site acquisition, it should be pointed out that the General 
Services Administration has been hard at work tyring to effect a solution for 
this segment of the problem. 

Initially the Administration tried to procure a suitable land site from the 
Fraser Paper Co., but this company, understandably enough, could not perceive 
how it might conveniently relinquish its holdings of land without placing in 
peril its opportunity for future industrial development. It would indeed require 
a substantial offer in price to induce this company to release that land which it 
rightfully considers a premium. 

I would like to mention that the Fraser Paper Co. is a major industrial unit, 
vital to the economy of Madawaska. The economic well-being of much of the 
town citizenry is intimately intertwined with this industrial unit. 

Presently the General Services Administration is encouraged by the pros- 
pect of obtaining the necessary land site from the Bangor and Aroostook Rail- 
road Co., a piece of land located close to the riverbank. Negotiations are getting 
underway to discuss price of land, and the preliminary aspects of such negotia- 
tions have, it is understood proved heartening. 

With reference to relocation of the railroad section concerned, it should be 
pointed out that the Bangor & Aroostook Railroad Co. has just recently submit- 
ted a series of proposals to effect such an adjustment, and the General Services 
Administration believes these will serve as an adequate base for arriving at a 
suitable agreement. 

In effect, then, the combined aspects of cost will arrive in the vicinity of 
$70,000, and in consideration of the severe land limitations and the requirement 
of railroad relocation, this figure does not appear unreasonable. 

We should remember that the General Services Administration had hoped— 
and, indeed, has worked—to effect this phase of customhouse construction at 
a substantially lesser figure, but the stringencies of the circumstances have 
defeated its high hopes and eager efforts. 

Presently GSA has on hand $195,000 for the Madawaska station. Inasmuch 
as the combined aspects of land acquisition and railroad relocation will cost in 
the vicinity of $75,000, there will be a residual amount of $120,000 left for con- 
struction of the border station. Inasmuch as the GSA estimated that construct- 
ing such a unit would cost approximately $180,000, there remains a deficiency 
of $60,000 as related to construction of this project. It should be noted, too, 
that the General Services Administration has already advised the Bureau of the 
Budget with regard to the nature of these increased costs. 

The need for this station is evident, Mr. Chairman. Many Canadian laborers 
enter our country at Madawaska to help with the great harvest in Maine’s 
potato fields; in fact, in considering all entrances, it is estimated that approxi- 
mately 2 million people annually cross over the border at that point. In addition, 
the statistics on traffic inflow indicate that more and more vehicles are using 
this point of entry into the United States. 
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Mr. Chairman, a border station is urgently needed at Madawaska, and there 
is evidence to strongly suggest that the benefits flowing from such an improve- 
ment would make the costs concerned comparatively small. And although the 
cramped conditions existing in this area serve to hamper a solution, they do 
not preclude one. 

Mr. Chairman, I respectfully and earnestly urge your subcommittee to extend 
its approval to those funds essential to effecting the construction of a border 
station at Madawaska, Maine. 

I would be very grateful, Mr. Chairman, if this letter could be inserted in the 
hearings of your subcommittee at the appropriate time. 

With very best personal wishes. 

Sincerely yours, 
FREDERICK G. PAYNE, 
United States Senator. 


COMPLETION FUNDS PENDING IN SUPPLEMENTAL 


Senator Youne. The one at Dunseith has not been—— 

Mr. Fioere. That is not in the same stage yet. 

Mr. Strawser. Money is appropriated for the current fiscal year for 
the construction of five border stations. Among them is Madawaska. 
The additional money to complete that is pending in the supplemental. 

The one in Dunseith has not reached that stage. 


STATUS OF BORDER STATIONS ANTHORIZED IN 1958 


Senator Youne. What happened to the several others in the area 
that cost $60,000 each? What happened to those? 

Mr. Froere. There were 5 provided for last year, to cost more than 
$60,000 each. We have been in the process of acquiring land, getting 
the plans and specifications. We had to go back for a supplemental 
this spring. 

We submitted a supplemental earlier. We could not complete the 
5 eae within the authorization that we had so we attempted to 
get relief by building 4 of the 5. 

The House committes said “No, go ahead and build them within the 
original authorization.” That we were unable to do almost entirely 
because of increased land cost. 

Now we are going in with a supplemental to take care of them. 

Senator Youne. There will be a supplemental budget coming in for 
those five ? 

Mr. Frvoere. That is right. 

Senator Young. It will not include Dunseith ? 

Mr. Froere. No. 

Senator Sauronstaty. Thank you, sir. 


LEASE-PURCHASE PROGRAM 


Mr. Floete, we come to the capital items in your statement. The prin- 
cipal changes I see, as I see it, is that the House eliminated the lease- 
purchase policy and went back to the direct appropriation policy. 

Mr. Fioete. Yes, sir. 

Senator SarronsTaLt. Now, am I correct in understanding that 
Public Law 519 of the 83d Congress runs for 5 years and would run 
through the fiscal year 1959? 

Mr. Fioerre. No, sir; Public Law 519 expired by its terms on July 22 
of last year. 
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At the time of its expiration Congress had approved 98 separate 
projects. We have proceeded to acquire sites, employing architects 
and letting contracts under that authorization. 

The House took action to appropriate $177 million for 66 projects. 
That is included in the bill as it has come to you for consideration. 

The administration has consistently taken the point of view of sup- 
porting the lease-purchase methods and we still do. 

Senator Sarronstati. Then under the bill, while the act ere 
if these authorizations were submitted and approved before the act 
expired, then under the act you could go ahead and build them on 
the lease-purchase idea ? 

Mr. Fiorre. That is correct. 

Senator Satronstauu. The difference between the House action and 
what you want is that the House has approved, to be built out of 
directly appropriated funds, 66 of these 98 projects and you want to 
build 21 of these projects under the lease-purchase arrangement? 

Mr. Fiorrr. Yes. 


EFFECT OF PRESENT CONTRACTING POLICY 


Senator Savronsrau.. The question is whether we should go for- 
ward under direct appropriation this year for 66 with an amount of 
$177,255,000. Is that enough money to do these 66 projects 4 

Mr. Frorre. Sir, we have gone ahead because of the administration 
policy supporting lease-purchase and because Public Law 519 as to 
these particular projects is still the law of the land, we have put 
under contract, since the Ist of January, 26 of these at a project 
cost of about $42 million. Between now and July 1 our objective 
is to put 13 more under contract, making a total of 35 in an amount 
of $50 million. There are, however, some problems which may make 
this impossible on a number of the projects. 

Senator SALronstTa. Is that for direct appropriation ? 

Mr. Fiorre. No, sir; 26 are now under lease-purchase, and, on the 
remaining 9 there is some doubt that the bid prices will qualify under 
lease- purchase. 

Senator Satronstauu. Are those 35 included in the 66? 

Mr. Fiorre. Twenty-nine of them are. 


EFFECT OF HOUSE BILL 


Senator SatronsraLu. Then if the House prevails and this bill be- 
comes law, what happens with these 35 cases where there is direct 
money appropriated / 

Mr. FLoere. We would not need money for those projects. 

Senator Satronstauy. Are these lease-purchase contracts legal un- 
der the circumstances ? 

Mr. FLorerr. We feel they are entirely legal; yes, sir. 

However, the House language, as we point out in the amendment, 
must be altered to protect these projects that we have placed under 
contract. 

Senator Sauronstayt. In other words, the House has put in a 
proviso as follows: 


Provided that any unexpended balances of funds heretofore appropriated to 
the General Services Administration for sites and planning shall be available 
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for the purpose hereinabove set forth and may be consolidated with this appro- 
priation. 

That language has to be stricken if you are to go ahead. 

Mr. Fioere. Not that particular language, although we have sug- 
gested a change in that language to include certain moving expenses 
that are part of that expense. 

The House said that we should take it out of operating expense of 
the Public Building Service. That is an abnormal process because 
normally we don’t take it out of operating expenses until the building 
is completed and turned over for occupancy, and then we pick it up. 

Senator Sarronstau.. There is another proviso: 

That hereafter no part of any funds in this or any other act shall be used 
for payment for sites, planning, or construction of any buildings by lease- 
purchase contracts except buildings used solely for post office purposes. 

Does that include these 35 you are already going ahead on? 

Mr. Fiorre. We doubt that it does as a matter of law. Neverthe- 
less, we think the original language that we submitted in the budget 
request should be reinstated so that it will not leave any question in 
the minds of these investors who in good faith put their money in 
and the contractors who in good faith “undertook to do the work. 























STATEMENT OF Mr. DAvip M. F. LAMBERT, OFFICE OF LEGISLATIVE LIAISON, 
GENERAL ACCOUNTING OFFICE 
Senator SarronstaLu. Mr. Cooper says there is a General Account- 
ing Office witness present who can testify on this subject. Is he here? 
Mr. Lampert. Yes, sir. 
Senator Satronstati. What is your name ? 
Mr. Lampert. David Lambert. 








LEGALITY OF CONTRACTS AWARDED PRIOR TO JUNE 





30, 1958 


Senator SatronsTaLu. Will you answer the question, what is the 
opinion of the General Accounting Office as to the legality of the GSA 
proceeding on these 35 contracts ? 

Mr. Lampert. We have looked at it and we have no question about 
the contracts that have already been let if this lauguage becomes law. 

We also would have no question about subsequent ¢ contracts that were 
let during this fiscal year, sir; that is, in the absence of any addi- 
tional legislative history to the contrary. 

Senator Sarronstaty. Do I understand you to say that any further 
lease-purchase projects can be gone forw ard with, even though this 
language is in this legislative appropriation / 

Mr. Lamprrr. Yes, sir; for the remaining part of this fiscal year 
in the absence of any additional legislative history to the contrary. 

Senator Satronsraui. Then this proviso which has been put in by 
the Appropriations Committee in the House and adopted by the House, 
would not apply to any contracts made by the GSA in this fiscal year ; 

Mr. Lampert. That is correct, sir. 

Senator SALronsTALL. It would apply to the future ? 

Mr. Lampert. That is correct. 

Senator SauronsraLy. On the ground that this is a 1959 appro- 
priation ¢ 

Mr. Lampert. That is right. 

Senator SatronsTALw. It does not apply to this year ? 

Mr. Lampert. That is right. 
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Senator SALronsTaLL. Have you anything further to add? 
Mr. Lampert. Nothing. 
Senator SatronsraLu. Thank you, sir. 


CONTRACTS PROPOSED BETWEEN NOW AND JUNE 30, 1958 


Then, Mr. Floete, just so that we can have this clear in the record 
and clear in my mind, and I hope in Senator Young’s mind, do you 
propose to let any more contracts between now and July 1 on the lease- 
purchase basis 

Mr. Froere. Yes, sir; we hope to place 9 additional contracts 
totaling about $7 million ; however, as stated, we have some reservation 
in the matter. 

Senator SALTonsTALL. So that will be 48 in all ? 

Mr. Frioere. No: that will be 35 in all, of which 26 are now under 
contract. 

Senator Young. I think at this point they should list the ones 

Mr. Fvoere. Sir, we have a complete list here. 

Senator SALronstTaLL. Without objection, it will be put in the record 
at this point, Mr. Floete, the 35 projects that have already been con- 
tracted for on a lease-purchase basis, including the additional ones. 

Mr. Fiorrp. Yes, sir. 

(The material referred to follows :) 
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QUESTION OF REMAINING PROJECTS 


Senator Sarronstatu. Out of the 91 projects you os to go 
ahead with, and on which you have done planning on, 35 have already 
gone forward, that would leave 56 unaccounted for on which you 
would have to stop work; is that correct ? 

Mr. Fiorre. We could continue with the site acquisition and enter- 
ing into architectural contracts, but we could not put them under 
actual construction contract. 

Senator Sarronsraty. If you did that you would do that really in 
conflict with the opinion of Congress, in conflict with this law, would 
you not, if this becomes law in its present form. 


AUTHORITY TO CONTRACT AFTER 1958 REMOVED BY HOUSE BILL 


Mr. Froerre. It takes away, you _— our authority to contract on 
lease-purchase beyond their fiscal ye 

Senator SauronstaLu. Any fair “interpret ation of the intent of 
Congress would be violated, too, would it not? 

Mr. Frorre. Yes, but actually, the law originally passed by Con- 
gress provided $5 million which was the authorization to enter into 
contr acts under which we originally worked. Then the year before 
last, Congress gave us $7 million more of authorization. 

Then this year we requested 11, which would make a total of $23 
million. 

EFFECT OF HOUSE ACTION 


The effect of the House action would be to take away all contract- 
ing authority beyond June 30, 1958. The $12 million that we have is 
sufficient to ‘take care of these 35 projects, but if the 1959 authority 
is eliminated as the House action would do, then we would have no 
authority to enter into any more contracts and we could not legally 
do it. 

AUTHORITY FOR SITES AND PLANS NOT AFFECTED BY HOUSE BILL 


Senator Sauronstati. And you could not legally plan for any 


more, or buy any more sites ? 

Mr. Frorre. Yes, we could go ahead with the sites. 

Senator SatronstaLi. But you would have no authority to put 
buildings on them unless Congress furnished the money ? 


Mr. Frorre. We could not construct anything. 


DISTRICT FINANCING PROVIDED FOR IN HOUSE BILL 


Senator Satronstauui. Now, let me ask this: The House has pro- 
vided $177 million ? 

Mr. Fiorre. Yes. 

Senator SauronsraLtt. What is that provided for? These 66 
buildings? 

Mr. Fionre. The 66 specified in the House report? 

Senator SautronsTauu. Plus 10 more? 

Mr. Fiorre. The House bill included funds for only 66 projects. 

Senator SatronsTaLL. What the House has done is to provide money 
for 56 buildings that you propose to build under lease-purchase and 10 
more; is that correct ? 

Mr. Fvoere. A total of 66; yes, sir. 
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Senator SaLronsTaLL. You propose 91 buildings. You are going 


shee ad w ith : 35. That would mean that there were 56 that you were not 
going ahead with at the present time ? 


Mr. Fiorre. Yes, because of the limitation. 

Senator Savronsraty. And the House has given you $177 million 
to go ahead with 66 buildings. My question is: Does that 66 include 
the 56 that you were proc eeding with plus 10 new ones? 

Mr. Frorre. No. Included in the 66 are 20 of the 26 projects now 
under contract under the lease-purchase arrangement and the 9 we 
hope to get under contract by June 30, 1958. It did not include the six 
projects which had alre: ady been undertaken. There remain 37 that 
would be authorized for appropriation, under the House action. 

Obviously we do not need the funds required for the other 29 proj- 
ects if they are put under lease-purchase before June 30, 1958. 

If that is the determination some action should be done about that. 


DETAIL OF CONTRACTS 


Senator SarronsratL. Mr. Cooper has explained something to me 
from this list of buildings which you handed to him for the record. 

Mr. Cooper, will you put in the record what you just told me and see 
if Mr. Floete agrees with it? 

Mr. Coorer. This list states, of course, that there will be 35 projects 
contracted through June 30, 1958, which would leave 56 projects re- 
maining. 

Those 56 would then be contracted for in 1959 and 1960. 

Mr. Fiorre. Yes, sir. 

Senator SauronstautL. And built with public funds. 

Mr. Coorrer. That would be under the lease-purchase program. 

Mr. Firorre. Unless Congress takes some other action. 

Senator SauronstaLu. Very frankly, I do not understand that. 

Senator Youne. I do not, either. I thought lease-purchase expired 
July 1 

Senator Sauronsraty. Your authority to go ahead expires on 
July 1? 


LIST OF BUILDINGS READY FOR CONTRACTS 


Mr. Fioere. Sir, we are merely saying that as to the 52 projects 
as of July 1 that we could put under contract in fiscal 1959, that they 
will be ready for contracting by some method in that year and the 
remaining 13 in fiscal year 1960. 

Now, not knowing how Congress is going to go on this, if the an- 
nual limitation knocked out by ‘the House is put back in the bill, then 
we could go ahead with these under lease purchase. 

If they ‘do not, and make no direct appropriation, why, then, we are 
out of business. 

Senator SauronstTati. Assume the House will prevails, this proviso 
is put in and this $177 million is included, then you would go ahead 
on 35 buildings under the old method of lease- purchase and you will 
use $177 million to build the 56 that you had planned to build, plus 
10 more, because you would be using a certain amount of the funds 
that were provided for by the House in these 35 that you are putting 
on lease-purchase / 

Mr. Fiorre. About $25 million. So that cuts it down to about 
$152 million and those are specified projects. 
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CASH NEEDED 


Senator SatronstaLy. How do you get it from 150 down to 127? 

Senator Youne. Part of them will be constructed under lease- 
purchase for which you do not need any cash. 

Mr. Fiorre. About $25 million worth under lease-purchase we 
won’t need ; $177 million is contained in the House bill. So we take off 
the $25 million for the projects in the House report list that we have 
under lease-purchase and we have $152 million worth of projects that 
will remain to be done by direct appropriation. 

Senator Younc. The $177 million was based on all of them being 
constructed under direct appropriation ; is that correct? 

Mr. Froete. Yes. 

Senator Satronsrauy. All 66? 

Mr. Froere. Yes. 

Senator Sartronsrauy. So out of that $177 million you would not 
need $25 million anyhow if the proviso is left in ? 

Mr. Fioere. Unless Congress applied that to certain other of these 
projects. They are specified in the House report. 

Senator SatronsTaLu. Let me put itthis way. If the Senate wanted 
to go ahead with the 91 projects that were originally conceived and 
planned for we would need to put in the $177 million that the House 
appropriated or, perhaps, add some more to it. 

If we decided to agree with the House on 66 projects and then we 
could cut out $25 million of the $177 million and still leave the proviso 
in, if we wanted to take out the proviso and go back to the old method 
we can take out the proviso and take out the whole $177 million. 

Mr. Fuioere. That is correct. 

Senator SaLtronsTaLy. Do you understand it ? 

Senator Youne. Yes. 


PROJECTS IN THE DISTRICT OF COLUMBIA 


Mr. Fioere. | think in this connection, since we have the difference 
between the $177 million and the $25 million we are going to get under 
contract by lease-purchase, so that as to that $25 million, if the action 
is going to be to support the House action, then I think consideration 
should be given to including three projects scheduled for Washington 
and several outside the District of Columbia because those projects we 
have the sites already, we have the plans in such a state that we can 
let the contracts in the next 8 or 9 months and the buildings are desper- 
ately needed. 

Now, the effect of the House action makes it impossible for us to do 
anything on projects here in the District of Columpia. I feel that 
serious consideration should be given to that particular problem. 

We need the space. We have the sites. We will have soon the 
architectural plans complete and we actually can let the contracts, I 
think two of them, before January 1, and the rest by June 30, 1959. 

Senator Satronsrautu. Mr. Floete, as I glance through the balance 
of your prepared statement, I do not find that. you have gone into this 
subject. in just the manner in which we have approached it. 

Mr. Fioere. Yes, sir. 
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ALTERNATIVE PLANS UNDER TWO METHODS OF FINANCING 


Senator Youne. Now, could you supply for the record at this — 
the alternatives that are available for the committee to consider 

Mr. Forres. I will be very glad to do so, Senator. 

Senator Youn. In relation to these 91 buildings and 66 buildings 
and the amount of money—may I just repeat it and see if I under- 
stand you? 

You intend to go ahead before July 1 with 35 of these 91 buildings 
under the lease-purchase idea ? 

Mr. Fioete. Yes, sir. 

Senator Younc. The House has authorized you to go ahead with 66 
buildings, but under the direct-appropriation method ? 

Now, they have provided $177 niles for that purpose. Because 
you have gone ahead with 20 of these buildings under the lease-pur- 
chase that will free some $25 million from this $177 million. 

So, if the Senate votes to go ahead on the same basis as the House, 
we can cut $25 million from this appropriation and still build the 66 
buildings? 

Mr. Fioere. That is right. 

Senator Satronstauu. If the Senate wants to approve more than 
66 buildings, it can leave in this $25 million or appropriate a sufficient 
amount more so that the whole 91 buildings can be built. If this is 
done, then you believe that the buildings in the District of Columbia 
should be included as a part of the 91 buildings? 

Mr. Fioere. Yes. I think, really, as part of the 66. 

Senator Satronstatu. Do I express that correctly ? 

Mr. Fioere. That is correct. 

Senator Sautonstauy. I think it would be helpful if you will put 
that in writing. I will give a little thought to it to make certain 
that that interpretation is a correct one. 

Now, you have put it in your prepared statement, the reason why 
you believe that the lease-purchase arrangement should be continued ; 
have you not? 

Mr. Fioere. Yes, sir. 

Senator SautonstaLu. Do you want to add anything to what your 
prepared statement says on the subject? You can put that in the 
record at this point. 


DIFFERENCE IN COST UNDER THE TWO METHODS OF FINANCING 


Senator Youne. Could I ask this question, Mr. Chairman: 

Do you cover in your statement the figures that the House presented 
in their report? I do not have the report before me, but I recall in 
reading it they claimed that there would be a considerable saving by 
building under a direct appropriation than by lease-purchase. 

Do you comment on that in your statement ? 

Mr. Fioere. Not in detail, sir. I think maybe the easiest way to 
illustrate the problem is to take a simple case, just assuming that 
the cost of constructing a given building is a million dollars. We 
know from experience that the cost of State and local taxes, which 
is provided for under the lease-purchase arrangement, is approxi- 
mately 2 percent of the construction cost. 
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In other words, $20,000 on a million-dollar building. 

Senator Youn. What you are saying is that if you build under 
lease-purchase they will be paying taxes, otherwise they would not? 

Mr. Fuoerre. That is what I am leading up to. 

Under the lease-purchase method you start out with a building 
that costs a million dollars. If it is a 10-year contract, in 10 years 
you will pay about $200,000 in taxes to the local community. 

Now, Congress discussed this subject at length at the time the 
Lease-Purchase Act was passed 4 years ago and decided as a matter 
of public policy that they wanted to pay the communities taxes. So 
we do not feel that that is—well, that: is not really a criticism of the 
method, it was an added thing that C ongress put in. 

Senator Youne. Mr. Chairman, I think that is important because 
the House did point out in their report that a certain saving would 
be made by a direct appropriation method of construction. 

Mr. Fuorre. So we say in the statement that probably the prin- 
cipal item of difference between the two methods of cost is the matter 
of taxes. 

However, it is not the sole difference because there is unquestion- 
ably a difference in the amount of interest that the Government has to 
pay on an obligation of this character as distinguished from an 
outright Treasury borrowing. 


GAO REPORT ON ALTERNATE METHODS 


Senator SatronsraLty. At the request of the House committee the 
General Accounting Office has made a comparison of these costs, and 
without objection the substance of that report, Mr. Cooper, without 
putting in the whole of it, the substance of that report as it applies 


to the comparison will be put in the record. 
(The information referred to follows :) 


B-114807 
COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, February 27, 1958. 
Hon. ALBERT TH« ‘CAs, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, House of Representatives. 

DEAR Mr. CHAIRMAN: In accordance with your request, we have prepared an 
analysis of the estimated cost factors involved in the acquisition of 96 General 
Services Administration public buildings projects, approved by the Committees 
on Public Works of the Senate and the House of Representatives pursuant to 
Public Law 519, 88d Congress (68 Stat. 518). Our analysis, which was made 
with particular regard to the estimated funds required to carry out the acquisi- 
tion of the projects under the lease-purchase program and by direct appropria- 
tion, is based on current estimates by GSA as to project costs, as shown in the 
GSA budget justifications for fiscal year 1959, and gives consideration to the 
agency’s recent financing experience under the lease-purchase program. 

On the assumption that all funds appropriated by the Congress for the ae- 
quisition of these projects are provided by the Treasury through borrowings 
at an annual interest rate of 3 percent, and are repaid out of current revenues 
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by equal annual amortization payments over the periods of the purchase con- 
tracts, the results of our analysis are summarized as follows: 


4.5-percent pur- | 5-percent pur- 
chase contracts | chase contracts 


Estimated funds required for 96 projects: 
Projects acquired under lease-purchase program $1, 772, 555, 000 $1, 842, 442, 000 
Projects acquired by direct appropriation__................-.-- $d 1, 079, 880, 000 1, 079, 880, 000 


Additional appropriations required under the lease-purchase ; 
program 692, 675, 000 762, 562, 000 


Percentage increase in funds required for lease-purchase program 
over funds required for direct appropriation 64.1 70. 6 


The considerations involved in this analysis are different from those in the 
summary which we submitted to you on February 14, 1958, principally in the 
following respects : 

1. In this analysis we have used current GSA estimates for project costs in- 
stead of the earlier cost estimates contained in the prospectuses approved by 
the Committees on Public Works. These current estimates for project costs 
exceed the earlier estimates by about $68 million. 

2. In recognition of GSA’s recent financing experience, we are including in 
this analysis an estimate of the funds required to finance the projects under 
the lease-purchase program at a minimum annual interest rate of 4.5 percent 
instead of 4 percent. We have also taken into account proposed revisions by 
GSA in the purchase contract periods for certain projects. 

3. We have eliminated from our computations two small projects for post 
offices (Breese, Ill., and Smithville, Tenn.) to be financed from $500,000 pro- 
vided for construction in the 1958 GSA appropriation “Sites and expenses, 
purchase contract and public buildings projects.” 

Further details relative to our analysis are contained in the accompanying 
report. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


REPORT ON ANALYSIS OF ESTIMATED Cost FAcToRS INVOLVED IN ACQUISITION OF 
96 PUBLIC BUILDINGS PROJECTS UNDER LEASE-PURCHASE PROGRAM AS COMPARED 
WITH ACQUISITION BY DIRECT APPROPRIATION, GENERAL SERVICES ADMINISTRA- 
TION, FEBRUARY 1958 


In accordance with the request of the chairman, Subcommittee on Independ- 
ent Offices, Committee on Appropriations, House of Representatives, the General 
Accounting Office has prepared an analysis of the estimated cost factors in- 
volved in the acquisition by the General Services Administration (GSA) of 
96 public buildings projects approved by the Committees on Public Works of 
the Senate and House of Representatives pursuant to Public Law 519, 88d 
Congress (68 Stat. 518). Our analysis was made with particular regard to the 
estimated funds required to carry out the acquisition of the projects under the 
lease-purchase program and by direct appropriation. 
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SUMMARY OF ANALYSIS 


The results of our analysis are summarized as follows: 


4.5 percent 5 percent pur- 
pari con- | chass.contracts 


Estimated funds required for 96 projects: 
Projects acquired under lease-purchase program $1, 842, 442, 000 
Projects acquired by direct appropriation 1, 079, 880, 000 


Additional appropriations required under the lease-purchase pro- 


Percentage increase in funds required for lease-purchase program over 
funds required for direct appropriation 


ESTIMATED COST FACTORS 


The estimated cost factors involved in the acquisition of the projects 
under the lease-purchase program and by direct appropriation are 
compared in the following tabulation. 


Projects acquired 


Under lease-purchase 
By direct 
appropria- 
tions 4.5 poreiet 5 percent 
purchase con- | purchase con- 


Estimated construction costs....................-..... 
Interest of purchase contracts 


Total payments under purchase contracts 1, 130, 720, 000 
Other costs payable by direct appropriation: 
Real estate taxes on buildings for periods of pur- 
chase contracts 251, 682, 000 
Sites and other project costs - sceiewesnik nite dahalae cc 73, 924, 000 


Estimated funds required, exclusive of interest on 


appropriated funds 757, 908, 000 1, 456, 326, 000 1, 513, 935, 000 
Interest at 3 percent on appropriated funds canantnninss to 


make foregoing payments 321, 972, 000 316, 229, 000 328, 507,000 
Total estimated funds required , 079, 880, 1, 772, 555, 000 1, 842, 442, 000 


DIRECT ACQUISITION COST 


Based on current GSA estimates for project costs, as shown in the GSA 
budget justifications for fiscal year 1959, the 96 projects covered by our analysis 
involve a direct acquisition cost of $757,908,000, not including the cost of sites 
acquired by the Government prior to the approval of the projects and considered 
for use in these projects. The direct acquisition cost of $757,908,000 consists 
of estimated construction costs amounting to $683,984,000 and site acquisition, 
design, and other project costs totaling $73,924,000. GSA’s current estimates for 
project costs exceed by about $68 million the cost estimates contained in the 
prospectuses approved by the Committees on Public Works. 
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INTEREST ON PURCHASE CONTRACTS 






We have made separate computations of the estimated funds required to 
finance the projects under the lease-purchase program at annual interest rates 
of 4.5 and 5 percent. The rates of 4.5 and 5 percent were selected inasmuch as 
the lowest acceptable bids received by GSA during December 1957 and January 
1958 for financing 16 projects ranged from 4.574 to 5 percent. The periods of the 
purchase contracts considered in our computations range from 10 to 30 years 
in accordance with the current policies of GSA, as follows: 


Estimated 
Proposed years of purchase contracts of construction 


costs 










The terms of the proposed purchase contracts provide for equal quarterly pay- 
ments amortizing principal with interest over the purchase contract periods. On 
this basis, the interest payable on purchase contracts for the 96 projects amounts 
to $446,736,000 at 4.5 percent and $504,345,000 at 5 percent. 


REAL ESTATE TAXES 












Public Law 519, 88d Congress, provides that real property acquired under the 
lease-purchase program shall be subject to State and local taxes until title to 
the property passes to the United States Government. Accordingly, our com- 
putations of the funds required to finance the projects under the lease-purchase 
program include the estimated real estate taxes on buildings payable for the 
periods of the purchase contracts. Based on GSA estimates of annual taxes, the 
total real estate taxes payable for the purchase contract periods amount to 
$251,682,000. 


INTEREST ON APPROPRIATED FUNDS 


















Our analysis includes computations of interest at an annual rate of 3 percent 
on the estimated funds required to be appropriated by the Congress to carry out 
the acquisition of the 96 projects by direct appropriation and under the lease- 
purchase program. By including interest on appropriated funds, we are recog- 
nizing that funds appropriated, whether for direct acquisition of the projects 
or for payment of annual costs under lease-purchase contracts, could otherwise 
be applied toward reductions of the interest-bearing public debt. 

Our interest computations have been made on the assumption that the funds 
appropriated for the acquisition of these projects are provided by the Treasury 
through borrowings at an annual interest rate of 3 percent and are repaid out 
of current revenues by equal annual amortization payments over the periods of 
the purchase contracts. We consider the 3-percent interest rate to be a reason- 
able one for the purposes of this analysis in the light of the average interest rate 
on marketable public-debt obligations outstanding at January 31, 1958 (2.914 
percent). For the purpose of comparability of interest costs under both methods 
of acquisition, we have used the periods of the purchase contracts as the assumed 
periods over which all funds appropriated for the acquisition of the projects 
would be repaid out of current revenues by equal annual amortization payments. 

On the basis of the foregoing assumptions, the estimated interest on appro- 
priated funds amounts to (1) $321,972,000 for financing by direct appropriations, 
(2) $316,229,000 for financing appropriations under the lease-purchase program 
with 4.5 percent purchase contracts, and (3) $328,507,000 for financing appro- 
priations under the lease-purchase program with 5-percent purchase contracts. 
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Reconciliation of cost estimates shown in GSA budget justifications with direct 
acquisition cost used in GAO analysis 


Following is a reconciliation of the total estimated cost of projects listed in 
the GSA budget justifications for fiscal year 1959 with the direct acquisition 
cost of projects covered by this analysis. 

Cost currently 
estimated by GSA 
Estimated cost of 96 projects listed on pages 108 through 107 of 

GSA budget justifications for fiscal year 1959____ $748, 039, 000 
Add approved projects not listed by GSA because action to acquire 

the projects has been deferred through fiscal year 1959: 

Franconia, Va., warehouse building 7, 505, 000 
Portland, Oreg., Federal office building 5, 094, 000 


760, 638, 000 
Deduct projects listed by GSA which are to be financed from 1958 
xSA appropriation “Sites and expenses, purchase contract 
and public buildings projects” : 
Breese, Ill., U. S. post office, etc : $225, 000 
Smithville, Tenn., U. S. post office, ete 300, 000 


Estimated cost of 96 projects covered by GAO analysis, includ- 

ing cost of sites acquired by the Government prior to approval 

of the projects__ ‘i 760, 083, 000 
Deduct cost of sites acqi 

and considered for use in the projects___..----~-~- ‘ 2, 175, 000 


Estimated direct acquisition cost of 96 projects covered by GAO 
ny eeme 28 ee i Ott 757, 908, 000 


VALIDITY OF HOUSE CONTENTION 


Senator Sauronstatu. Boiled down, Mr. Floete, as I understand it, 
in the House report it shows that the total program of 66 projects 
would cost $177,255,000 by direct appropriation and $348,435,950 by 
lease-psrchase. 

Do you agree with those figures? 

Mr. Frorre. I think we agree with them on the basis on which they 
were made. 

However, I would like to point out what I think is an important 
difference. 

The law itself permits us to make contracts for a period of from 
10 to 25 years. As a matter of policy we adopted a formula of letting 
contracts not in excess of $2 million on a 10-year basis. All over 
$2 million on a 25-year basis. 

So the calculations, I believe I am correct, that the General Ac- 
counting Office made were based on that split, up to $2 million for 
10 years and above that for 25. The additional cost for the 15-year 
period is very large. ha 

So that figure on that basis is correct. 

However, it is a matter of policy whether we let all the contracts 
for 10 years or some of them at 12, or some of them at 15, or follow 
our present policy. 

My own feeling is that because of high additional cost spread over 
15 additional years, that we should reduce the period of contracts 
and thereby reduce the difference between the 2 methods. 

I just think that is a sound way to look at it. 

Actually, on these 35 contracts that we are entering into most of 
them are on a 10-year basis. Then, of course, most of them are small 
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contracts. When you figure it, as the General Accounting Office 
rightly did, because they were following our policy, for the 25 years 
for the larger ones, they get this 64 percent increase in cost, I beliows. 

If you figure it strictly, figure all of them on a 10-year basis, I 
believe you get about a 44-percent increase. 


rYPE OF BUILDINGS INCLUDED IN THE PROGRAM 


Senator YounG. What type of buildings are these that you are 
planning to build? Are they mostly post offices ? 

Mr. Frorre. They always have some other Federal occupancy. 
Maybe the courts, or maybe a general oifice building. 

It may include the post office or it may not, depending on the cir- 
cumstances in each case. 

Senator Youne. Will you supply in the record some brief infor- 
mation on each one. 

Mr. Fiorre. Yes, sir; we have a statement here that reveals the 
whole story, it tells exactly what each building is. 

Senator Sarronsraty. Could that be put in the record without mak- 
ing the record too long? 

Mr. Friorre. I think it would be easier for us to prepare it and 
document it. 

Senator Savronsrann. If you could digest it and put it in the record. 

(The information referred to follows :) 


Brief description of 91 projects in net program 


Washington, D. C.: 
Southwest area, FOB No. 5, Federal office building 
Southwest area, FOB No. 6, Federal office building 
FOB No.8 (HEW ), Federal office building 
FOB No. 9 (CSC), Federal office building 
FOB No. 10, Federal office building 
Alabama: 
Camden, post office, ete. 
Livingston, post office, ete. 
Arizona: Phoenix, courthouse and Federal office building 
Arkansas: 
Helena, post office and courthouse, 
Hot Springs, post office and courthouse 
Little Rock, Federal office building 
California : 
Los Angeles, customhouse and Federal office building 
Sacramento, courthouse and Federal office building 
San Francisco, courthouse and Federal office building 
Colorado: Denver, courthouse and Federal office building 
Connecticut : Hartford, Federal office building 
Florida: 
Miami, Federal office building 
Monticello, post office, ete. 
Ocala, post office and courthouse 
Georgia : 
Atlanta, communicable disease center 
Brunswick, post office and courthouse 
Milledgeville, post office, etc. 
Hawaii: Wailuku, post office, etc. 
Illinois: 
Benton, post office and courthouse 
Rock Island, post office and courthouse 
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Brief description of 91 projects in net program—Continued 


Iowa: 
Burlington, post office, etc. 
Council Bluffs, post office and courthouse 
Fort Dodge, post office and courthouse 
Kansas: 
Emporia, post office, ete. 
Kansas City, post office and courthouse 
Leavenworth, post office and courthouse 
Sedan, post office, ete. 
Louisiana : 
Jonesboro, post office, etc. 
Lafayette, post office, etc 
Lake Charles, post office and courthouse 
Minden, post office, etc. 
New Orleans, post office, ete. 
Maryland: 
Baltimore, Federal office building 
Denton, post office, etc. 
Massachusetts: Boston, Federal office building 
Minnesota: 
Bemidji, post office, etc. 
Brainerd, post office, ete. 
Minneapolis, courthouse and Federal office building 
Moorhead, post office, etc. 
Redwood Falls, post office, ete. 
St. Paul, post office and customhouse 
Mississippi : 
Biloxi, post office and courthouse 
Greenville, post office and courthouse 
Laurel, post office, ete. 
Missouri: 
Marsh fi2ld, post office, etc. 
Moberly, post office, ete. 
St. Louis: 
Federal office building 
Record center 
Nebraska : Omaha, post office and courthouse 
New Hampshire: Durham, post office, etc. 
New Mexico: Albuquerque, Federal office building 
New York: 
Brooklyn, court house and Federal office building 
Jamestown, post office and courthouse 
New York, customs court and Federal office building 
Ohio: 
Cincinnati, Federal office building 
Toledo, Federal office building 
Oklahoma: Oklahoma City, courthouse and Federal office building 
Pennsylvania: 
Beaver, post office, ete. 
Pittsburgh, Federal office building 
South Carolina : Manning, post office, etc. 
South Dakota : Sisseton, post office, ete. 
Tennessee : 
Carthage, post office, ete. 
Kingsport, post office, ete. 
Lafayette, post office, ete. 
Texas: 
Daingerfield, post office, ete. 
Dallas, courthouse and Federal office building 
Gainesville, post office, ete. 
Houston, courthouse and Federal office building 
McKinney, post office, ete. 
Orange, post office, ete. 
San Marcos, post office, ete. 
Terrell, post office, etc. 
Victoria, post office and courthouse 
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Brief description of 91 projects in net program—Continued 


Utah: Salt Lake City, Federal office building 
Vermont: Burlington, post office and courthouse 
Virginia : 

Abingdon, post office and courthouse 

Portsmouth, post office, ete. 

Richmond, Federal office building 

Waynesboro, post office, ete. 
West Virginia: 

Charleston, courthouse and Federal office building 

Huntington, Federal office building 


Martinsburg, post office and courthouse 
Mount Hope, mines 


Parkersburg, courthouse and Federal office building 
Ronceverte, post office, ete. 
Wisconsin : Green Bay, post office, ete. 


DIFFERENCE BETWEEN THE TWO METHODS OF FINANCING 


Senator Sautronsraty. The difference in theory is that the Gov- 
ernment borrows the money and does not have to put up the whole 
sapital appropriation in one year for the purchase of this building, 
but borrows it at 3 percent rate of interest over a period of years. 

In the meantime, the building owner pays taxes? 

Mr. Fiorere. That is right, pays State and local taxes throughout 
the period of the contract. 

Senator Sautronsraty. And the borrower borrows the money ¢ 

Mr. Fioere. Yes, sir. 

Senator SaLronstaLy. Does the amount of taxes paid in equal the 
amount of money paid out in interest ? 

Mr. Fioere. Well, you can figure this interest in a half dozen ways. 
If you figure interest on interest you get into a very complicated 
situation. 

Senator SatronstaLt. How do you justify the additional cost un- 
less you justify it on the ground that the Government is purchasing 
it over a period of years on a time purchase rather than a direct pur- 
chase? It is like buying an automobile on time or paying outright 
for it. 

Mr. Frorre. That is correct, and you cannot successfully argue that 
it does not cost more by the lease-purchase method. It does. It costs 
more in taxes and it costs more in interest, but because of the long 
period of time in which we got no public buildings, we had no appro- 
priation, this method was devised by Congress and it was felt it was 
a good supplemental method of doing business. 

They acknowledge that at those hearings held 4 years ago. 

Senator Magnuson. I know, but there were some of those that were 
opposed to it. 

Senator SatronsTaLu. Mr. Lambert, can you say anything more on 
cost ? 

Mr. Lampert. Mr. Charam will address himself to that. 

Senator Satronstau.. Will you address yourself to the question we 
are discussing, the additional cost as a result of your survey here? 
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STATEMENT OF PHILIP CHARAM, ASSISTANT DIRECTOR, CAAD, 
GENERAL ACCOUNTING OFFICE 


ADDITIONAL COSTS 


Mr. Cuaram. I will be glad to answer any specific questions you 
may have, Senator, regarding our computations. The difference in 
cost is due to taxes and the interest under the purchase contracts. 

If you have a specific question 


ADMINISTRATION POLICY FOR LEASE PURCHASE 


Senator SALTONSTALL. Then, Mr. Floete, to come back to you, your 
argument for carrying out the administration’s point of view on this 
subject is that while this will cost more money it will provide the 
fund through private investment to get the Government buildings 
built ? 

Mr. Fioere. Yes, sir. 

Senator SatronstaLu,. That is the sum and substance of your 
argument ¢ 

Mr. Fioere. That is about it. 

Senator Sa.tronsraLt,. You will provide for the record the 3 al- 
ternatives that this committee has on these 91 buildings, these 66 
buildings, and the amount of the $177 million and the proviso that 
the House put in and that you want stricken out / 

There are three alternatives as I see it ? 

Mr. Fioere. Yes. 

(The information referred to follows :) 


3 alternate estimates requested by committee 


projects 


Alternate 1: Assume that all projects included on pp. 3 and 4o0f H. Rept. No. 
1543, except those now under purchase contract, will be financed by direct 
appropriation: 

House listing 36 | $177, 255.000 
Deduct projects included in House listing which are under purchase : 
contract 20 | 25, 469, 000 


| Number of Amount 
| 
| 
| 


| 786, 000 


Total, alternate 1 (see schedule attached for detail) 


Alternate 2: Same basic assumption as under alternate 1 but with provisions 
for adding certain additional projects that will be ready for construction 
during 1959: 

Total of alternate 1 (as above) 51. 786, 000 
Add additional projects that can be placed under contract during 1959__- 5 | 107,316,000 


Total, alternate 2 (see schedule attached for detail) : 259, 102, 000 


Alternate 3: Assume that all projects included in list of 91 active projects, 
except those now under purchase contract, will be financed by direct ap- 
propriation: 

Base, same as total of alternate 2 above... 52 | 259, 102, 000 


309, 916, 000 


569, 018, 000 
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Reconciliation with total program 


projects improvement 
cost 


| Number of Revised 
| 
* 


Approved projects. --- 


9s $678, 842, 500 
Deduct 7 projects fi 


67, 462, 500 
91 611, 380, 000 


Projects in net program. - 


Disposition under alternate 1: 
Projects under purchase contract 
Projects listed in alternate 1__-- 
Balance remaining --- 


at 
=f 


. 26 42, 362, 000 
a hale aed a 46 151, 786, 000 
babocands osanbsuenesvisidatas ewes 19 417, 232, 000 


ide SGI Aaa NB o hones 91 | 611,380,000 


Total 


Disposition under alternate 2: 
Projects under purchase contract_ ‘ aint | 26 42, 362, 000 
Projects covered by alternate 2__ -_- 52 259, 102, 000 
Balance remaining 13 309, 916, 000 


Disposition under alternate 3: 
Projects under purchase contract - - heen oot ne ‘ 26 
Projects covered by alternate 3_--- 
Balance remaining 


Total 611, 380, 000 


42, 362, 000 
65 569, 018, 000 


Total__.....--- a = veer sg 91 | 611,380,000 


ad ee me ne | 


Derivation of amounts included in 8 alternate proposals for financing public buildings 
construction 


| 
Number of | Improve- 
projects | ment cost 


Alternate 1: | } 
Total of project listings on pp. 3 and 4 of H. Rept. No. 1543_- 66 | 
Deduct projects included in House listing which are new under purchase 

contract. (Individual projects summarized here are indicated by an 
asterisk on schedule of projects under contract.) - : 20 


$177, 255, 000 


25, 469, 000 


} 
ASaim ‘ 46 151, 786, 000 


Balance of House listing-- 


| | 
| Maximum | Revised estimated cost 
cost in 
approved 
prospectuses Total | Site, design, | Improvement 
ete. cost 





Detailed listing of projects: 
Alabama: | 
Camden - _. $272, 000 $300, 000 | $30, 000 $270, 000 
Livingston 7 279, 000 | 300, 000 | 33, 000 267, 000 
Arizona: Phoenix- 8, 600, 000 9, 380, 000 1, 483, 000 7, 897, 000 
Arkansas: 
Helena. -- -- ot 1, 020, 000 , 074, 000 154, 000 920, 000 
Hot Springs. --- ; 1, 729, 000 709, 000 151, 000 1, 558, 000 
Little Rock _. ° : 9, 150, 000 9, 701, 000 1, 160, 000 8, 541, 000 
California: Sacramento. - -- 10, 210, 000 , 184, 000 1, 158, 000 10, 026, 000 
Florida: | | 
I to in awe kes ‘ae 310, 000 | 323, 000 | 33, 000 290, 000 
On. i eae 1, 580, 000 | 512, 000 | 72, 000 1, 340. 000 
Georgia: Milledgeville_- - -- : ‘ 502, 000 700, 000 123, 000 577, 000 
Hawaii: Wailuku_- : dvemamts 757, 000 801, 000 73, 000 728, 000 
Illinois: Benton_--- ceteetetann pike eal 1, 100, 000 924, 000 7, 000 827, 000 
Iowa: Fort Dodge. . hated 1, 980, 000 , 210, 000 | 229, 000 1, 981, 000 
Kansas: 
Emporia. - , ‘ ; ata 600, 000 627, 000 | 93, 000 534, 000 
Leavenworth... .. ad 968, 000 107, 000 139, 000 968, 000 
Louisiana: 
Lafayette - - - - ; ; ie 1, 095, 000 , 201, 000 135, 000 10, 066, 000 
DRE Socsesas0. 55 xdeds 412, 000 436, 000 89, 000 347, 000 
New Orleans. 19, 670, 000 , 505, 000 | 1, 440, 000 19, 065, 000 
Maryland: Denton. .----- vests 415, 000 439, 000 43, 000 396, 000 
Minnesota: 
REE. ako 323% --=-| 1, 200, 000 , 261, 000 168, 000 1, 093, 000 
Brainerd. --. . ane dnareas 612, 000 648, 000 108, 000 540, 000 
Minneapolis - - - - - oaadaneed 5, 877, 815 | 6, 536, 039 902, 039 5, 634, 090 
Moorhead.............-- 555, 000 | 586, 000 92, 000 494, 000 
Bt Pa ckiwandecuddacnegaamanan a4 5, 235, 000 | 8, 569, 000 506, 000 8, 063, 000 
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Derivation of amounts included in 3 alternate proposals for financing public buildings 
construction—Continued 











Maximum 
cost in 
approved 
prospectuses 


Revised estimated cost 


{ 
Total Site, design, | Improvement 
ete. cost 





Detailed listings of projects—Continued 


















































































Missouri: 

a cal! 487, 000 530, 000 6, 000 470, 000 

St. Louis Federa! office building......_- 13, 760, 000 14, 340, 000 2, 699, 000 11, 641, 000 
New York: 

IIS, oct. nae ecw magn niaiitiiteivls 15, 290, 000 15, 939, 000 848, 000 15, 091, 000 

Se 1, 849, 135 2, 071, 135 302, 135 1, 769, 000 
Pennsylvania: Beaver.............-.---.-- 310, 000 327, 000 33, 000 294, 000 
Tennessee: 

IR ican is ca cet a ie ah ale pciclegrabe cae 272,000 333, 000 43, 000 290, 000 

SEE pwitaacaucdecunsescbanesl dales 275, 000 299, 000 29, 000 270, 000 

‘exas: 

|) Rianne ae 216, 000 251, 500 31, 500 220, 000 

EN EE CSRS er ee 15, 300, 000 16, 599, 000 2, 776, 000 13, 814, 000 

I 620, 000 653, 000 60, 000 593, 000 

RE OSS ee 576, 000 606, 000 143, 000 463, 000 

I a Pe ae : 1, 563, 000 1, 645, 000 271, 000 1, 374, 000 
ete ee Take City...................-- 7, 600, 000 10, 775, 000 1, 535, 000 9, 240, 000 
Verne Durmegeon. . ... ......-....-..... 2, 830, 000 3, 208, 000 498, 000 2, 710, 000 
Virginia: 

IN th. pandas Di dnwacn wan ace 543, 210 647, 390 67, 390 580, 000 

a  wlincibaneel 3, 575, 000 3, 960, 000 559, 000 3, 401, 000 

I rca alae 7, 410, 000 8, 590, 000 853, 000 7, 737, 000 

an cis celine breneal 380, 000 401, 000 41, 000 360, 000 
West Virginia: 

SS RES ee 3, 820, 00 4, 220, 000 550, 000 3, 670, 000 

sar cos sca doesin ipso 1, 400, 000 1, 409, 000 109. 009 1, 300, 000 

Parkers>urg___-_..--- 3, 045, 000 3, 057, 000 220 009 2, 837, 000 

CIINOD ie 5 idtanedacs chen 255, 000 268, 000 28, 000 240, 000 

Total, alternate 1 (46 projects) _______- 155, 406, 160 172, 153, 064 2). 367, 064 151, 786, 000 








Alternate 2: 

Base amounts under alternate 1 above (46 
projects) pelosi 
Add 6 additional projects ready for contract 

durin 1959: 

Missonri, St. Lonis (Records Center) -- 

Oklahoma, Oklahoma City - -- x 

District of Columbia, Federal office 
bnilding 6- peters ar ass 23 

District of Columbia, Federal office 
bnilding 8. - 

District of Columbia, Federal office 
building 9_- anil sa 

District of Columbia, Federal office 
building 10._.....-_--- ae Ae. 











172, 153, 064 20, 367, 064 | 151, 786, 000 


















7, 085, 000 513, 000 | 6, 572, 000 
8, 280, 000 945, 000 7, 335, 000 


16, 343, 000 1, 593, 000 14, 750, 000 














12, 190, 000 
22, 115, 000 
40, 900, 000 


17, 475, 000 1, 575, 000 15, 900, 000 
24, 000, 000 1, 987, 000 22, 013, 000 















44, 125, 000 3, 379, 000 40, 746, 000 





Subtotal, 6 additional projects_...._.| 105, 360, 000 117, 308, 000 9, 992, 000 107, 316, 000 


260, 766, 1¢ 


Total, alternate 2 (52 projects) -...-- 


60 | 289,461,064 | 30,350,064 | 259, 102, 000 


Alternate 3: 
Base amount under alternate 2 above (52 
projects) _ - ; 
Add 13 projects remaining in active pro- 
gram: 
California: 







289, 461,064 | 30,359,064} 259, 102, 000 
















BE Sago enccenstcccessece 30, 800, 000 32, 177, 000 3, 683, 000 28, 494, 000 
San Francisco 45, 300, 000 48, 092, 000 3, 769, 000 44, 253, 000 
Colorado: Denver ie ceie ok 6, 420, 000 19, 595, 000 2, 205, 000 17, 390, 000 
Connectient: Hartford __.........-.--- 8, 350, 000 9, 130, 000 1, 273, 000 7, 857, 000 
Florida: Miami_-- 75 8, 875, 000 9, 243, 000 1, 958, 000 7, 285, 000 
Maryland: Baltimore - -- 19, 170, 000 21, 594, 000 2, 572, 000 19, 022, 000 
Massachusetts: Boston. ---- a ee 28, 150, 000 29, 435, 000 2, 416, 000 27, 019, 000 
aun Gees DOW BONMe ooo eccccsus ss 65, 100, 000 68, 062, 000 5, 957, 000 62, 105, 000 
hio: 
2 ee are a 21, 700, 000 23, 133, 000 2, 604, 000 20, 529, 000 
RI te ae 4, 950, 000 5, 183, 000 659, 000 4, 524, 000 
Pennsylvania: Pittsburgh.-_---.......-- 23, 960, 000 26, 138, 000 2, 225, 000 23, 913, 000 
OO EEE ee 24, 490, 000 24, 250, 000 2, 210, 000 22, 040, 000 
District of Columbia, Federal Office 
SS cdc dk db dtts ncenve tien, 25, 250, 000 29, 295, 000 3, 810, 000 25, 485, 000 





312, 515,000 | 345,257,000 | 35,341,000 | 30°, 916, 000 


573, 281,160 | 634,718,064 | 65, 700, 064 | 569, 018, 000 


Subtotal, 13 additional projects__-. 
Total, alternate 3 (65 projects) 
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FINANCING METHOD 
Senator Satronstatn. Mr. Chairman, I turn the meeting back to 


you. 

Senator Magnuson. No; you go right ahead. We have gone into 
this many, many times. It is just the old story of whether you want 
to go out, as you say, buy it on credit and pay twice as much, or whether 
you want to wait until you have the money to do it, or whether you 
want to directly appropriate for it. 

Senator Satronstatu. That is true. The difference in the number 
of buildings now is the difference between 91 and 66. You can get 66 
buildings now, or 91 buildings now. 

Senator Macnuson. In some cases, as we all know, it is desirable to 
lease because you do not contemplate construction. But in construct- 
ing things it is as simple as that, it is going to cost you almost 60 to 70, 
in some cases 80 percent more, doing it this way. 

Somebody gets that; it is not the taxpayer. There are some cases 
where even the construction costs have gone up because of the bidding 
and the contractors and working with the landowner and all these 
things. 

The contemplation of it and direct appropriation is a clearer method 
of running your budget; that is all. 


PLEA FOR BUILDING-CONSTRUCTION PROGRAM 


Mr. Froere. I would like to make a plea for some type of building- 
construction program so that we can plan ahead and do something 
about it because we are stymied now. 

For instance, we don’t know how far to go with Bismarck, or any 
other place, because we have no authority under lease-purchase to 
consider additional projects. 

Actually, the only authority under direct appropriations stems from 
that old law passed in 1926. Mr. Moody, do you want to say a word 
about that subject ? 

Mr. Moopy. Only that it is pretty indefinite; how good that author- 
ity is and how much authorization is available is pretty uncertain. 

Mr. Friorre. Much of it has been used up. I do think we need a 
strong building-construction program of some kind. 

Senator Macnuson. I have just come from Public Works down the 
hall here. We have been talking about a veto down there on public 
works. It has already been done, but I am glad General Services does 
not agree with that. 

Senator Sattronstaty. Mr. Chairman, I should think that was sub- 
ject to some reply, but I will not at this time. 


INCREASE IN THE REPAIR AND IMPROVEMENT PROGRAM 


Now, Mr. Floete, that is a quorum call. Before turning this over 
to the chairman, your first item is “Repair and aes There 
the House increased you $25 million and you gladly accepted it. 

Mr. Fioete. We do. 

Senator SattonstatL. Why do you need it? 

Mr. Fiorere. Because we have over 5,000 buildings to repair. They 
have been suffering over a period of many years. Only 2 years ago 
did we get first a sufficient appropriation to start to properly take 
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‘are of them, and we are trying over the period of the next 5 or 6 
years to get them back in a state of repair that is commercially recog- 
nized as desirable and this will help to do it. 

It will permit us to go ahead with the program much as we had 
planned it. 
HOUSE INCREASE FOR SITES AND PLANK 'TNG 


Senator Sarronsrati. The next item, the House increased the bud- 
get estimate from $20 to $38 million. 

Senator Magnuson. That is “Sites and planning.” 

Senator SarstonsTaLt. You have—you approve of that? 

Mr. Fioere. Yes, because there is the balance we need to take care 
of the sites and planning on the 91 projects that have been heretofore 
approved. We have been getting a little bit each year. 

This takes up the balance that we need, excepting for about $13.4 
million to be appropriated over a period of years to cover certain 
temporary or nonrecurring costs discussed in our amendment No. 3. 

Senator SatronstTaty. So that you need the whole $38 million ? 

Mr. Fioere. Yes, sir, plus. 

Senator SatronstaLty. The Budget Bureau cut you too close; is 
that your statement ? 

Mr. Fvoere. I did not make the last statement. 

Senator SarronstTaLL. I made it for you. The budget cut you too 
close if you are approving $18 million more than the House gave you. 

Mr. Fiorre. We did ask for more. 





CONSTRUCTION, PUBLIC BUILDINGS PROJECTS 


Senator SatronsTaLtuL. On the next item, “Construction of public 
buildings projects,” we have discussed at length. 


PAYMENTS, PUBLIC BUILDINGS PURCHASE CONTRACTS 


The fourth item, “Payments, public buildings purchase contracts,” 
the House cut you very substantially and you accepted the cut. 

Mr. Frorre. Yes, because it is sufficient for the payment that we 
will have to make in fiscal 1959. We are requesting restoration to 
the budget language to provide contract authority for 1959. 


CONSTRUCTION, COURT OF CLAIMS AND FEDERAL OFFICE BUILDING, DISTRICT OF 
COLUMBIA 


Senator SatTonsTALL. Now, the “Construction, United States Court 
of Claims,” the House cut that out and you are asking us to put it 
back. What is that. 

Mr. Fuiorre. That is very controversial. The site involves a build- 
ing located on Jackson Square belonging to the National Grange. 

Senator Satronstatyi. That is extension of the White House Office? 

Mr. Frorre. That is right, the whole property behind there. Under 
our plans the Court of Claims would be located immediately on Jack- 
son Square. 

NEGOTIATIONS WITH THE NATIONAL GRANGE 


Senator Magnuson. How close are you, and the Grange, now, to 
making an agreement ¢ 

Mr. Fiorrr. We do not seem to be very close. We have made two 
very strong efforts to come to a settlement. We made what we 
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thought was a very fair offer and one that we could not go beyond, 
and ‘possibly justify it before you or anyone else representing the 
public and that offer was declined and we have heard nothing more 
from the Grange and that was at least 6 weeks ago. 

Senator Magnuson. They, of course, are going to suggest that we 
put that amendment in again. The House put it in, rather. 

I understand that you are not too far apart. 

Now, I do not know what you mean by not being very close in 
terms of dollars, but you are not too far apart and maybe we might 
do away with the necessity of having this amendment in every appro- 
priation, if further negotiations could be had. 

Mr. Fiorrr. Well, we have made the offers up to date. 

Senator Macnuson. I think this committee does not particularly 
relish the idea of having amendments of this type anyway. 

Mr. Froerr. There we really have made a serious effort to get 
together. 

Senator Magnuson. Try it again. Maybe it might work. 


CONSTRUCTION, BUILDING FOR UNITED STATES MISSION TO THE UNITED NATIONS 


Senator SALronstTaLu. The next item is $3,975,000 which the House 
cut out which you are requesting. As I read your statement, it is the 
construction of the United Nations Building in New York. Is the 
United States Court of Claims Building in New York, also? 

Mr. For TE. No, sir; that is the one we have just been discussing. 

Senator Satronstatt. The U. N. Building in New York on which 
Senator Lodge testified ¢ 

Mr. Friorre. That is correct. 

Senator Sauronstatt. They require the $3,975,000 which you 
request ; is that correct ? 

Mr. Fiorere. Yes. 

Senator SavronstaLL. Mr. Chairman, I think that covers those 
items. 

GENERAL SUPPLY FUND CAPITAL 


Senator Magnuson. There is quite a substantial one. The budget 
estimate includes $15 million on your general supply fund. That 
was disallowed. Have you discussed that at all? 

Mr. Fiorre. No, sir. 

Senator Magnuson. That is your amendment No. 11. 

Mr. Fiorre. This is for our Federal supply system which, as you 
know, furnishes supplies to all agencies of the Government. 

Now, the business has simply grown very, very rapidly. I indi- 

cated with some of the figures the other day, for instance, the direct 

store sales have incre: sed. in 1954 of $102 million to $292 million in 
1959, and purchasers under the Federal supply schedule from $275 
million to $435 million during that same period. 

Now, I think the fact that the sales have increased to that extent tes- 
tifies to the effect that we are giving the agency good prices and good 
service and we know that we are going to have this very substantial 
increase in business this year and we simply need more in capital. 

It is not an expenditure; it is simply a capital to finance that busi- 
ness. We have to have a larger inventory. 
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The House put it largely—they said go and collect from these agen- 
cies and make them pay up faster. That is not the answer to the 
thing because they are paying an average of 45 days now and you 
cannot better that much. 

We need it for two specific, particular things, an increase in our in- 
ventory to take care of the added business of about $614 billion, and 
the balance is to finance the additional motor pools which are proving 
their worth everyday and that takes about $7 million. 

It is as simple as that. It is new capital that is required to run a 
going business. 

Senator Satronsra.u. It is a turnover. 

Mr. Fioere. Yes. 

Senator SauronstaLu. You get the money back? 

Mr. Fioete. Yes, sir. 

Senator SatronstaLL. What you want is more money in the bank, so 
to speak, to buy the goods for these various departments. 

Mr. Fioete. Yes. 

Senator Satronstaty. And they pay you back ? 

Mr. Froere. That is right. 


STRATEGIC AND CRITICAL MATERIALS 


Senator SatronstaL. Finally, Mr. Chairman, the strategic and 
critical materials, you requested $70 million and the House deleted it 
wholly. 

Senator Macnuson. We had long testimony the other day on that 
item. The rest are smaller items. 


INADEQUATE TEAVEL LIMITATIONS 


Mr. Fiorre. They are limitation items. They do not involve addi- 
tional money. They are simply switching so that we can operate better 
rather than being confined to the House action. 

I think on the problem of limitation, as you know, we cover the 
whole United States and a tremendous number of buildings, and it is a 
large business. That takes alot of money. 

I think we have been stuck too closely on the limitations for 
some time. 

ADMINISTRATIVE OPERATIONS FUND LIMITATION 


The other phase is the administrative operations fund. This is 
Mr. Medley’s particular field. If he would like to say something on 
that I would ask your permission to permit him to do so. 

Mr. Meptey. Mr. Chairman, Mr. Floete’s statement covers the 
situation pretty well. When you have expanded programs you have 
more bills to pay, more employees to service from the personnel and 
payroll standpoint. 

There is just more workload. The limitation that we are request- 
ing there is consistent with these expanding programs. At the same 
time our unit costs of doing business have been steadily declining 
the last 3 years. 
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PREPARED STATEMENT 


Mr. Bran. I would like to file a statement on the Federal Supply 
items. 


Senator Macnuson. Yes. 
(The statement referred to follows :) 


RESTORATION OF PERSONAL PROPERTY ITEMS 


The request for admendments to H. R. 11574 for personal property items under 
jurisdiction of FSS is concerned with three separate appropriations. 


OE, FSS—$255,000 


1, Federal cataloging, $67,000.—These funds are needed to reimburse the DOD 
for central cataloging services performed in behalf of the civilian agencies. 
These services are financed by a management fund supported by contributions 
from the individual military departments and from GSA. 

Central cataloging services are required to incorporate all civil agency items 
and all military items into one uniform Federal Catalog for Government-wide 
use. 

Without GSA’s contribution of the $67,000 the staff assigned to the Central 
Cataloging Services function in DOD will have to be curtailed. This action would 
jeopardize the development of a single Federal Catalog. 

2. Supply management, $100,000.—GSA supply management specialists work 
directly with the civil agencies in the application of improved organization and 
practices in supply. 

During the current year, these specialists have concentrated on the establish- 
ment of supply supermarkets called interagency stockrooms; on improved tech- 
niques in management of supply inventories; and on improvement of GSA’s 
Federal supply schedule contracts which serve all agencies. They have worked 
with the central and field offices of the various agencies in providing required 
training to their personnel on these and other supply management techniques. 

The present six people engaged in this work cannot adequately cover the needs 
of all Federal agencies. 

3. Service direction, $10,000.—This staff has been maintained at the same level 
in 1959. The additional amount is required to support the same number of 
people, including automatic salary advancements, and to provide for increased 
costs for penalty mail. 

4. Administrative expenses, $78,000.—These funds are needed to provide 
financing commensurate with administrative workload performed for this pro- 
gram, and also to provide additional expenses arising from the transfer of costs 
previously covered by another appropriation. 


ISD—$1,835,000 


H. R. 11574 recognizes the increasing volume of GSA sales of common-use 
commodities. A sales level of $163.4 million is anticipated for 1959, an increase 
of $16.2 million or 11 percent over the current year. House action gave approval 
to the proposed budget of $7 million for stores operations which covers the 
receipt, warehousing, and distribution of common-use items under this program. 
The amount includes an increase of $460,000 over 1958. 

The rule fails to provide additional funds over 1958 required for this same 
program to cover. 

(a) Space, to house an inventory of $50.9 million by the end of fiscal year 
1959. 

(b) Buying, covering the increased procurement of items required to 
handle the additional sales volume. 

(c) Inspection operations, providing the necessary quality control of the 
increased quantity of items purchased. 

(d) Administrative operations, providing additional financial, legal, and 
administrative services to this program. 

Thus we have a fully financed stores operation without the additional financ- 
ing required to provide space and to carry on related buying, inspection, and 
administrative activities at the same level. 

Included, also, in the requested budget for buying operations are funds to 
cover sales to Federal agencies of $129.2 million in nonstores items. This is an 
increase of $19.7 million or 18 percent over the current year. There has been 
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a constant growth in this program, year by year, and additional funds to cover 
the increased business volume are required. 


ESD—Travel limitation, $30,000 


The demands of an increased workload, one carried on in all parts of the 
United States, makes travel vital to the efficiency and economy of the program. 
The total sales volume of $292.6 million merits the protection which the expen- 
diture of $150,000 for travel, less than one-tenth of 1 percent, can bring. 


General supply fund capital, $15 million 


These funds were not provided by the House on the premise that the need 
arose because of delays by Federal agencies in honoring GSA invoices for 
services rendered by GSA and paid from the general supply fund. 

Contrary to this premise, a valid need for increased capital does exist for 
three purposes as follows: 

(a) Increased inventory of stores stocks, $6,400,000.—GSA sales of store items 
will increase $16.2 million in fiscal 1959. To handle this increase without ex- 
cessive back orders due to out-of-stock conditions will require a larger inventory 
for which this additional capital is required. 

(b) Additional equipment, $7,000,000.—Sixteen new motor pools requiring ad- 
ditional vehicles and other equipment will be established in the fiscal year 1959 
to achieve savings and economies contemplated by Public Law 766. Vehicles in 
pools currently operated which are overage or have been driven 50,000 or more 
miles will be replaced to decrease maintenance and operating costs. A minor 
amount of materials-handling equipment will be obtained for use in GSA stores 
depots ($200,000). 

(c) Increased accounts receivable, $6,300,000.—Sales financed by the GSF in 
1959 will total $302.6 million, an increase of $38.4 million over the current fiscal 
year. An increase in the value of the accounts receivable will logically result. 
GSA accounts receivable for services and stores furnished Federal agencies are 
less than 15 percent of total sales in 1958 and 1959. 

(d) Total increases in capital requirements, $19,700,000. 

(e) Offsets to be applied against the total, $4,700,000 credit.—This is composed 
of a decrease in cash ($1.5 million), increased accounts payable ($0.5 million), 
increased advances ($0.7 million), increased donated assets ($1.8 million), and 
increased earnings ($0.2 million). 

Net additional GSF capital required, $15 million. 














CONSTRUCTION OF BUILDING AT SACRAMENTO, CALIF. 








Senator Magnuson. I think that we can conclude that. 
Now, I have several items here from different Senators involving 
the operation here of General Services. 

The Senators from California and the Congressman from that dis- 
trict, Congressman Moss, are vitally concerned with the problem of 
involving the city and county of Sacramento. They say the rede- 
velopment agency of the city has been developing as a unit, project 
area No. 2A, which they plan to complete by 1962. In large part, 
the financing of the urban renewal and redevelopment portion of the 
project is covered by a loan and grant contract from the Housing 
and Home Finance Agency. 

Included in the project is a Federal office building, which has been 
approved by the Federal Government under the torus of the Public 
Buildings Purchase Contract Act of 1954, for a 25-year contract. 

To finance this Federal office building, the Redevelopment Agency 
of the city of Sacramento, beginning in 1956, sold bonds in the 
amount of $2 million and pledged exclusively to the payments of 
interest and principal on these bonds all taxes hereinafter collected 
in the project area by the county of Sacramento, the city of Sacra- 
mento, and every other taxing agency, on any increase in the assessed 
valuation in the area over that shown by the assessment rolls for 
the base year of 1955-56. 
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[ understand that the statutory procedure under which this is done 
is unique to the State of California, and thus far has been exercised 
only by the city of Sacramento. 

Then they go on to say : 


The problem to which I refer arises in connection with the independent 
offices appropriation bill for 1959 (H. R. 11574). As the bill comes to the 
Senate from the House, a direct appropriation of $117,255,000 is added for 
the construction of 66 of the public buildings projects which have been ap- 
proved by the Public Works Committees, and a proviso prohibits payment on 
lease-purchase contracts except for buildings used solely for post-office purposes. 
The Federal office building for Sacramento is included in this item at a cost of 
$10,026,000 in direct appropriations. Are you people familiar with that problem? 


Mr. Fuorre. Yes. What he is really objecting to is the abandon- 
ment of the lease-purchase method. We have acquired the site there. 
We have employed the architect. 

It will not be ready until fiscal 1959 but it will be in 1960. 

They are now confronted with the possibility of direct appropria- 
tion. So the basis under which they sold their bonds will no longer 
exist because they won’t get the taxes that they had been figuring on. 

Senator Magnuson. They also say that this is the only instance in 
which procurement of a site from a local redevelopment agency was 
proposed ; is that correct ¢ 

Mr. Fioere. I think he is speaking of California. 

Senator Magnuson. As long as you people know about it we will 
take care of the situation. 

(The material referred to follows :) 


APRIL 25, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Office Appropriation Subcommittee, 
Appropriations Committce, United States Senate, 
Washington, D.C. 

DEAR SENATOR MAGNUSON: During your consideration of the independent offices 
appropriation bill for 1959, I direct your attention to a problem involving the 
city and county of Sacramento, Calif. 

The Redevelopment Agency of the city of Sacramento has been developing 
as a unit, project area No. 2—-A, which they plan to complete by 1962. In large 
part, the financing of the urban renewal and redevelopment portion of the project 
is covered by a loan and grant contract from the Housing and Home Finance 
Agency. 

Included in the project is a Federal office building, which has been approved 
by the Federal Government under the terms of the Public Buildings Purchase 
Contract Act of 1954, for a 25-year contract. To finance this Federal office 
building, the Redevelopment Agency of the city of Sacramento, beginning in 
1956, sold bonds in the amount of $2 million, and pledged exclusively to the pay- 
ment of interest and principal on these bonds all taxes hereafter collected in the 
project area by the county of Sacramento, the city of Sacramento, and every 
other taxing agency, on any increase in the assessed valuation in the area over 
that shown by the assessment rolls for the base year of 1955-56. I understand 
that the statutory procedure under which this is done is unique to the State 
of California, and thus far has been exercised only by the city of Sacramento. 

The problem to which I refer arises in connection with the independent offices 
appropriation bill for 1959 (H. R. 11574). As the bill comes to the Senate from 
the House, a direct appropriation of $117,255,000 is added for the construction 
of 66 of the public buildings projects which have been approved by the Public 
Works Committees, and a proviso prohibits payment on lease-purchase contracts 
except for buildings used solely for post office purposes. The Federal office build- 
ing for Sacramento is included in this item at a cost of $10,026,000 in direct 
appropriations. 

I realize that is a matter for decision by your committee, whether, in each 
instance to construct Federal buildings by direct appropriation as opposed to 
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lease-purchase contracts. But should you decide to concur in the direct- 
appropriation method, then the bonds sold by the Redevelopment Agency of the 
city of Sacramento would be without the proposed tax revenue, estimated at 
$122,000 annually, with which to make the payments on principal and interest. 
On this equitable basis, I believe an exception in the case of the city of Sacra- 
mento ought to be considered, and that that community be permitted the lease- 
purchase procedure which it undertook in good faith to carry out. 

The General Services Administration has informed me that this is the only 
instance in which procurement of a site from a local public redevelopment 
agency was proposed. This is the only instance where the local redevelopment 


agency has actually sold bonds to the public under the circumstances outlined 
in this letter. 


In view of the commitments which have been made by the Redevelopment 
Agency of the city of Sacramento, in reliance on the approval of the project 
by the General Services Administration, and the approval of the House and 
Senate Committees on Public Works, it is urgently requested that your com- 
mittee permit this project to continue under the purchase contract arrangements 
contemplated under the Public Buildings Purchase Contract Act of 1954. 

Sincerely, 


THOMAS H. KucHEL, United States Senator. 
MICROFILMING CONFEDERATE ARMY SERVICE RECORDS 


Senator Macnuson. What about that little item we put in last year 
on microfilming the Confederate service records ? 

Mr. Grover. That is complete, Senator. This was an item to micro- 
film the index to the compiled service records. 

Now, this year we have requested the Budget Bureau and they 
approved a request for an appropriation of $60,000 for the first year 
of a 3-year program to microfilm the compiled service records, which 
are also in great demand. 

The House cut that out and we would like to have that restored. 
I think there has been an interest in the reproduction of these records 
among, particularly, among the Southern States, but also in some 
other States, for years and years. 

Senator Magnuson. How much is the item? 

Mr. Grover. $60,000 for each of 3 years, that is $180,000 in all. 

While I am here, Senator, if you do not mind, I would like to sup- 
plement what Mr. Floete had to say about records. We are in dire 
need of some additional money to continue the expanded operation 
of these record centers which Congress set up about 8 or 9 years ago 
as an economy move. They have been economical. We had a reference 
service in these centers at about half the cost that the Government 
would have to pay if the records were scattered all over. 

Senator Macnuson. I do not think there is any argument against 
good record centers. They save in the long run. 

Mr. Grover. I hope you will get us that $240,000 back. 

Senator Magnuson. We will place in the record a letter from Sena- 
tor Stennis, enclosing his statement on this subject. 

(The letter referred to follows:) 


UNITED STATES SENATE, 
COMMITTEE ON APROPRIATIONS, 


May 12, 1958. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommittee on Independent Offices and General Government 
Matters, United States Senate Appropriations Committee, Washington, 
po C. 
DEAR WARREN: Enclosed is a brief statement in support of the item for micro- 
filming Confederate service records in the budget request of the National Archives 
and Records Service, General Services Administration. 
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It is my sincere hope that the restoration of this item can be effected by your 
subcommittee, and I want to renew my expression of interest in and support for 
this important project. 


I know that under your leadership the request will receive full consideration 
and I have every reason to hope for favorable final action. 
With best wishes, I am, 
Sincerely yours, 


JOHN STENNIS. 


STATEMENT OF UNITED STATES SENATOR JOHN STENNIS IN SUPPORT OF RESTORATION 
OF FUNDS FOR MICROFILMING CONFEDERATE SERVICE RECORDS 


While the subcommittee is considering H. R. 11574, I would like to add my 
word in support of restoration of the $60,000 item for National Archives and 
Records Service, GSA, recommended for microfilming Confederate service rec- 
ords. The important historical value of these original documents cannot be 
overemphasized, and the general revival of interest in this tragic conflict indi- 
cates that this preservation program should be continued to completion. 

Besides their other historical values, the Confederate service records contain 
a wealth of genealogical information which is of vital importance to the United 
Daughters of the Confederacy and other interested patriotic groups. This is 
not a sectional matter at all, but one of national interest and concern. Count- 
less thousands of families over the Nation have a direct personal interest in 
these records. This is not confined solely to the South for much of the West 
or western area was settled by Confederate veterans and their offspring. Their 
descendants are now scattered all over the Nation. 

A master microfilm should be available here in Washington for reproduction 
of selected parts of these records. They could then be ordered as locally re- 
quired upon payment of the cost of copying. Every reasonable effort should be 
made to make copies of these public documents available to local groups that 
are willing to pay the cost of acquiring those items they need. 

Aside from local availability of copies of these documents, the microfilming 
program will also be a sound measure for the preservation of these 23 million 
documents. Future handling would be minimized. Continued wear and tear on 
these priceless original documents will result in their early and complete 
deterioration. To a very great extent such handling would be unnecessary if 
microfilm copies were available. 

I sincerely believe that this important historical work should not be further 
delayed, particularly in view of the relatively modest outlay involved in making 


available nominally priced copies and maintaining the originals in the best 
possible condition. 


Senator Magnuson. I think the committee knows about this item 
and we will take a good long look at it. 
Mr. Grover. Thank you. 


CONSOLIDATION OF CIVIL AERONAUTICS BOARD IN ONE BUILDING 


Senator Magnuson. Now, the Senator from Louisiana, who is a 
member of this committee, but who could not be here today, wanted 
me to inquire as to why the General Services cannot work out some 
plan for the Civil Aeronautics Board to put them in one building. 

Mr. Fiorre. Where? 

Senator Macnuson. They are in two now, are they not? 

Mr. Fiorre. You mean here in Washington ? 

Senator Magnuson. Yes. 

Mr. McContne. If we get some new buildings we can do it. 

( Discussion off the record: ) 


REPAIRS TO PUBLIC HEALTH SERVICE FACILITIES 


Senator Magnuson. Here is another question. This is the Public 
Health Service. This is a letter wondering why the Public Health 
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Service facilities that we were working on in repairs and changes, 
they were stopped by the budget in some cases. 
Mr. McContne. That has been straightened out. 


Senator Magnuson. We will put that in the record because Senator 
Hill is interested in that. 
(The material referred to follows :) 


LABOR-MANAGEMENT MARITIME COM MITTEE, 
Washington, D. C., May 8, 1958. 
Hon. Lister Hit, 
Chairman, Senate Labor and Public Welfare Committee, 
Washington, D.C. 

DeAarR SENATOR HILL: Appropriate steps should be taken to see that the Bureau 
of the Budget does not ultimately abolish the Public Health Service through the 
medium of budgetary attrition. Bureau of the Budget personnel responsible 
for passing on budget requests of the Public Helath Service appear to us to be 
frankly and openly opposed to the Public Helath Service program, as it relates 
to the medical and hospital care of its beneficiaries in its general hospitals. 

A rather consistent program aimed at diminishing and, we feel, ultimately 
closing down the Service by budgetary action has been going on since the end of 
World War II. For example, in 1946 the Bureau of the Budget closed 10 Public 
Health Service hospitals by not approving moneys to continue them. In 1952 the 
Bureau of the Budget attempted to seriously reduce the Public Helath Service 
hospitals by instructing the Secretary of Health, Education, and Welfare to not 
ask for appropriations to continue general medical and hospital service to the 
majority of the Service’s beneficiaries. It appears to us that at no time since 
1946 has the Bureau of the Budget permitted the request for appropriation of 
sufficient moneys to permit the maintenance of the best medical and hospital 
standards, or the providing of adequate equipment and buildings to carry on the 
functions. 

In 1958 the Bureau did approve a request for moneys to at least begin a pro- 
gram of bringing the care program up to date. In the 1959 budget they ap- 
parently denied a continuation of this program. This was accomplished through 
a cut below the 1958 appropriation and the disallowance of approximately $4 
million additionally needed funds, which would have been required to place needed 
improvements into effect. The 1959 action of the Bureau of the Budget seems to 
us, merely a reinstitution of an aggresive policy which, in effect, modifies exist- 
ing congressional policy via the budget process. 

Under date of April 16, 1958, the Acting Chief of the Commerce and Fin- 
ance Division of the Bureau of the Budget sent a letter to the Commissioner 
of the Public Building Service, requesting the General Services Administra- 
tion not to proceed with contracts for design or repair work on Public Health 
Service facilities other than those required by emergency or safety. In this 
communication the Bureau of the Budget stated that the need for maintain- 
ing Public Health Service hospitals was under intensive study by the Depart- 
ment of Health, Education, and Welfare and the Bureau of the Budget. As 
a matter of fact, we believe from our review of the matter that the Department 
of Health, Education, and Welfare was not even apprised of the fact by the 
Bureau of the Budget that such a letter was being considered or had been sent. 
The Department got its information from the General Services Administration 
through a curtailment order on work and progress. 

This letter simply highlights what we believe is an apparent determination 
of the Bureau of the Budget to effectuate ultimate closing of the entire Public 
Health Service general hospital program. We are frank to admit that we do 
not know how the Congress can effectively change this process of the Burean. 
However, we submit that some positive action is indicated which will bring to 
a halt this apparent long-standing attempt on the part of the Bureau to reduce 
and ultimately eliminate the Public Health Service general hospital program. 

We most strongly urge that your committee take some action which will cause 
the Bureau of the Budget to more appropriately carry out its responsibility to 
maintain the best medical and hospital care possible under existing law. 

Respectfully yours, 
Eari W. Clark, 
Hoyt 8S. Happockr, Co-Directors. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Washington, D. C., April 16, 1958. 
Mr. F. Moran McConrHe, 


Commissioner, Public Buildings Service, 
General Services Administration, Washington, D. C. 
(Attention: Mr. William A. Schmidt.) 

Dear Mr. McConiHeE: The need for the Federal Government maintaining gen- 
eral public health hospitals is under intensive study by the Department of 
Health, Education, and Welfare and the Bureau of the Budget. It is possible 
that some of these hospitals will be closed or transferred to non-Federal agencies. 

Under these circumstances, air conditioning or repairs other than those re- 
quired by emergencies or the safety of the occupants would not be in the best 
interests of the Government. 

You are, therefore, requested not to proceed with contracting for design or 
repair work on these hospitals (excluding minor recurring maintenance) with- 
out prior clearance with this Bureau. The hospitals covered by this letter are 
the Public Health Service hospitals in Baltimore, Norfolk, Memphis, Savannah, 
San Francisco, Chicago, Detroit, Seattle, Staten Island, Boston, Manhattan 
Beach, Galveston, and New Orleans, 

Sincerely yours, 
J. J. EIGERMANN, 
Acting Chief, Commerce and Finance Division. 


BUILDING AT FAYETTEVILLE, ARK. 


Senator Magnuson. Then we will put Senator Fulbright’s letter 
in the record. 
Senator Fulbright is talking about a post office in Fayetteville, 
Ark. 

Mr. Frorre. The same problem as the other one. 

Mr. McContne. We have asurvey completed there. 

(The material referred to follows :) 

UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
April 21, 1958. 
Hon. CARL HAYDEN, 
United States Senate, 
Washington, D. C. 


DEAR SENATOR HAYDEN: When you have an opportunity, I would like to talk 
to you briefly regarding the need for a new post office in my hometown of 
Fayetteville. The attached memorandum gives the background of this much 
delayed and much needed Federal project. 

I urge you to include the Fayetteville project among those new buildings for 
which funds are included in the independent offices appropriation bill. The bill, 
as passed by the House, contains no project in the Third Congressional District. 

With best regards, I am, 

Sincerely yours, 
J. W. FULBRIGHT. 


MEMORANDUM ON FAYETTEVILLE FEDERAL BUILDING 


Fayetteville, Ark., is one of the most rapidly growing cities in Arkansas. It 
is the location of the University of Arkansas, a large Veterans’ Administration 
hospital, and the regional headquarters in northwestern Arkansas for many 
Federal and State agencies. In addition, several substantial new industrial 
plants have been established in the area, the most recent of which are the 
Standard Register Co. and the Baldwin Piano Co. The population of Fayette- 
ville increased from 8,212 in 1940 to 17,071 in 1950. It is conservatively esti- 
mated that the population of the city now exceeds 20,000. 

For 20 years, it has been officially recognized by the Federal Government that 
the present Post Office Building at Fayetteville is woefully inadequate. Records 
of the General Services Administration indicate that an expansion and remod- 
eling of the existing building at Fayetteville was first authorized in 1938. Yet, 
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two decades later, when the need for the project is many times what it was in 
the thirties, Fayetteville is still without an adequate post office and Federal 
building. For, whatever reasons there have been for the postponements and 
delays in the Fayetteville project, it is obvious that the project is still urgently 
needed. Now that other Federal building projects are expected to be under- 
taken through direct appropriation of Federal funds, it will not be possible to 
explain to the people of Fayetteville why there must be further delays in pro- 
ceeding with their building. The Fayetteville project is in the same category 
as projects included in the independent offices appropriation bill, since there 
is no statutory authority to construct Federal buildings with direct appropria- 
tions. 

The background of the frequently frustrated Fayetteville project shows that, 
time and again, the Congress and the executive agencies have recognized the 
need for the building, but that actual construction had to be postponed because 
of war, bureaucratic delays, and the expiration of authority to proceed. 

As stated previously, the records of the General Services Administration indi- 
cate that an expansion and remodeling of the existing building at Fayetteville 
was first authorized in 1988. The authorization was revised in 1939, and the 
total cost of the remodeling was estimated to be $135,000. No funds were ap- 
propriated to carry out this project, and it was held in abeyance during the 
war years. 

In 1949, Congress authorized a project for a new site and a new post office 
building of 15,972 square feet. Construction cost was estimated to be $710,000. 
No funds were appropriated to begin construction. 

The project was modified by Congress in 1951 to provide for a larger building 
to accommodate other Federal agencies in the city. The building was to be 
26,645 square feet, and the construction costs were estimated at $1,130,000. 
In 1953, Congress increased the authorization to $1,435.000. No action was 
taken to appropriate funds due to the moratorium on Federal building Ccon- 
struction during the Korean war. 

The project was reauthorized in 1955. Later in the same year, the General 
Services Administration requested the Bureau of the Budget to approve a 
lease-purchase project for Fayetteville, but the Bureau refused to approve the 
project. In 1957, the GSA submitted a revised prospectus for a building at 
Fayetteville to the Bureau of the Budget. The Bureau of the Budget did not 
approve the project in time for submission of it to the appropriate congres- 
sional committees before the Lease-Purchase Act expired on July 22, 1957. 

The revised prospectus prepared by the General Services Administration 
provides the following space: 

Square feet 
Post office 
Court (including attorney and marshal) 
meer IE IOC RING 55 5s i calc ieee antec eticnl 
Reserve for expansion 
Custodial 


Coenen UNINC GINO 2 hak re oc doh thse aed emit deed ae et oon 43, 600 


The proposed building is a multistory post office and courthouse on a site to 
be acquired. The estimated total cost is about $1,680,000. 


COMMUNICATIONS 


Senator Magnuson. Thank you very much. 

I will also place in the record a telegram from John T. Driscoll, 
field vice president, National Association Retired Civil Employees, 
107 Sweet Avenue, Pawtucket, R. I., addressed to Senator Pastore, 
regarding annuity increases, and also a telegram addressed to me from 
Thomas G. Walters representing the American Federation of Govern- 
ment Employees on the same subject. 
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(The material referred to follows :) 


May 6, 1958. 
JOHN O. PASTORE, 


United States Senator, 
Senate Office Building, 
Washington, D. C.: 


United States Civil Service retirees from Rhode Island are appealing to you 
as one who has demonstrated a most friendly and sympathetic understanding 
of our problems and as a member of the Appropriation Committee whieh has 
independent offices appropriation bill to urge your fellow members of this com- 
mittee to strike out section requiring appropriations to cover all future annuity 
increases. This section if retained in bill would be contrary to long-established 
congressional procedure forbidding legislation in appropriation bills and it may 
also prevent deserved increases this aged retirees in Rhode Island. Your con- 
stant efforts in our behalf are sincerely appreciated. 

Joun: T. DRISCOLL, 
Field Vice President, National Association Retired Civil Employees, 
107 Sweet Avenue, Pawtucket, R. I. 


WASHINGTON, D. C. May 13, 1958. 
Senator WARREN G. MAGNUSON, 
Senate Office Building, 
Washington, D. C.: 

The Government Employes Council, AFL-CIO, representing 22 organizations 
in their meeting today expressed much concern over the section of the inde- 
pendent offices appropriation bill, found on page 4, line 12, requiring that the 
civil-service retirement and disability fund have sufficient appropriations made 
to such fund to prevent an immediate increase in the unfunded accrued liability 
fund before any liberalizing amendments to the act could becomes operative. 

The actuarially estimates of cost are extremely high; an appropriation of 
$893 million would be required before the annuity increase recently passed by 
the Senate would become operative. 

We believe that this amendment is unnecessary and would result in freezing 
all retirement legislation in the future. We hope that your committee will 
have that provision stricken from the bill. 

Thomas G. Walters, operations director GEC-AFL, American Federa- 
tion of Government Employees; American Federation of State, 
County and Municipal Employees, American Federation of Tech- 
nical Engineers, International Association of Bridge Structural 
and Ornamental Iron Workers, International Association of Fire 
Fighters, International Brotherhood of Boilermakers, Iron Ship 
Builders, Blacksmith Forgers and Helpers of America, Inter- 
national Association of Machinists, International Brotherhood of 
Bookbinders, International Brotherhood of Electrical Workers, 
International Plate Printers, Die Stampers and Engravers Union 
of North America, International Printing Pressman and Assist- 
ants Union of North American, International Typographical 
Union, International Union of Operating Engineers, Journeymen 
Barbers, Hairdressers, Cosmetologists and Proprietors, Interna- 
tional Union of America Metal Trades Council and Central Labor 
Union of the Panama Canal Zone, National Association of Letter 
Carriers, National Federation of Post Office Clerks, National 
Association of Post Office and Postal Transportation Service, 
Mail Handlers, Watchmen and Messengers, National Postal 
Transport Association, Office Employees International Union, the 
National Association of Special Delivery Messengers, United 
Brotherhood of Carpenters and Joiners of America. 
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CLOSE OF HEARINGS 


Senator Magnuson. That will close the hearings. 

We will leave the record open for any of you who may want to 
change some figures. 

Thank you very much. 

Mr. Fioere. Thank you, sir. 

(The following communications were received subsequent to the 
close of the hearings :) 

WASHINGTON, D. C., May 14, 1958. 
Hon. CARL HAYDEN, 
United States Senate, 
Washington, D. C. 


This organization respectfully requests that you initiate a move to strike 
from independent offices appropriation bill the restricted provision on page 4 
which if enacted would bar the effectiveness of much-needed liberalization of 
Civil Service Retirement Act. 

WitiAM H. RyYAn, 
President, District No. 44, IAM. 


WASHINGTON, D. C., May 14, 1958. 
Hon. WARREN G. MAGNUSON, 
United States Senate, 
Washington, D. C. 


This organization respectfully requests that you initiate a move to strike 
from independent offices appropriation bill the restricted provision on page 4 
which if enacted would bar the effectiveness of much-needed liberalization of 
Civil Service Retirement Act. 

WILLIAM H. RYAN, 
President, District No. 44, IAM. 


NATIONAL POSTAL TRANSPORT ASSOCIATION, 
Washington, D. C., May 14, 1958. 
Hon. WARREN G. MAGNUSON, 
The United States, Senate, 
Washington, D. C. 


Dear SENATOR MAGNUSON: Your subcommittee has before it the independent 
offices appropriations bill which, on page 4, line 12, in conjunction with the 
civil service retirement and disability fund, contains an amendment to specify 
that no liberalizations to the Retirement Act shall be made until and unless an 
appropriation is approved in the amount estimated to be needed to cover the 
liberalization. 

The National Postal Transport Association is greatly concerned at the impli- 
cations of this portion of the bill. We are afraid that it constitutes legislation 
on an appropriation bill, and we believe that if it is approved, no ilberalizations 
in the Retirement Act will ever become effective because the Bureau of the 
Budget could hardly be expected to approve legislation containing what would 
be rather dramatic outlays for the strengthening of the retirement fund. 

In our opinion, the retirement fund is completely solvent for purposes of 
maintaining current operations. We think it appropriate to further draw to your 
attention the fact that the military pay bill currently on the President’s desk 
provides for increases in annuities of military personnel currently retired. The 
amendment in question would not effect such military pay, nor would it have 
any impact on the other retirement systems operated by the Government. 
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In view of these several things, we submit that the cited amendment might 
properly be stricken from the bill by your distinguished committee. We are 


sure this matter will be given careful attention, and we are extremely grateful 
for your assistance. 


Sincerely yours, 


Pau. A, NAGLE, 
President. 


THE NATIONAL ASSOCIATION OF SPECIAL DELIVERY MESSENGERS, 
Washington, D. C., May 14, 1958. 
Hon. WARREN G. MAGNUSON, 
, United States Senator, 
Senate Office Building, Washington, D.C. 


Dear SENATOR MAGNusON: We wish to call to your attention that section of 
the independent offices appropriation bill beginning on page 4, line 12, relative 
to civil service retirement legislation. This section, if enacted, would prevent 
any liberalizing amendments to the Civil Service Retirement Act from becoming 
operative until such time as appropriations shall have been made by the Congress 
of the unfunded accrued liability applicable thereto. 

This section of the bill is of deep concern to our membership for the reason 
that actuarial estimates are so extremely high that liberalizing amendments to 
the act would be impossible to be put in force. Furthermore, the act is not, 
and was never intended to be fully funded. Therefore, we strongly feel that 
the section referred to is entirely unnecessary. For example, the bill recently 
enacted by the Senate to provide needed increases to certain annuitants on the 
rolls would require an appropriation of $893 million to be put into effect. Can 
you imagine such an appropriation getting through Congress? 

For these reasons we trust that you will see fit to do your utmost to have 
that provision stricken from the bill. 

With warm regards, 

Sincerely yours, 
GeorGE L. WARFEL, President. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
LEGISLATIVE DEPARTMENT, 
Washington, D.C., May 15, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices and General Government 
Matters, Senate Committee on Appropriations, Washington, D. O. 


Dear SENATOR MAGNUSON: The Chamber of Commerce of the United States 
believes that the proposed 1959 budget can be reduced by a minimum of $3 billion 
without impairing national security or other vital Government activities. We 
believe that such reductions would permit the long-overdue revisions of the tax 
structure which has operated to discourage initiative and risk-taking in the 
economy. 

The recommendations which follow are based on a comprehensive analysis of 
the President’s budget for 1959 conditioned by the paramount need for restraint 
in those areas which do not meet the standards of first priority. In a period 
which will place a severe penalty on misdirected national effort, it is the belief 
of the chamber’s board of directors that the reductions which it recommends to 
your subcommittee should be made. 

Accordingly, the national chamber urges your subcommittee to reduce the 
budget requests for the independent offices and general government matters from 
$4,223,912,000 to $2,870,002,200. 
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Independent offices: 

ivil Service Commission: Salaries and expenses__..._-_-- $18, 420,000 | $18, 200, 000 $18, 200, 000 
Federal Power Commission: Salaries and expenses..-----_-.- 6, 385, 000 5, 530, 000 6, 000, 000 
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Ps Ah cl ia adint ich aaa hacer cig ebea's eevleausuaheaensse Room 72, 000, 000 1, 250, 000 1, 800, 000 
Housing and Home Finance Agency: ay < 
Urban planning grants... __-_------ ae caeeteaae 3, 500, 000 0 3, 000, 000 
ey PO NG iii) 5 Sick iepecscisccasgenn 8, 500, 000 0 7, 000, 000 
ihe te Esti ecigesera eee =Sbaa ase aobee 12, 000, 000 0 10, 000, 000 
Interstate Commerce Commission: Salaries and expenses_- 17, 500, 000. “16, 750, 000° ne 16, 750, 000 
Renegotiation Board: Salaries and expenses-_-.__---..----- 2, 900, 000 0 2, 850, 000 
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The following reasons are offered in explanation of the chamber’s recommenda- 
tions: 
, CIVIL SERVICE COMMISSION 
Salaries and expenses 


The action of the House in reducing the request for the Civil Service Commis- 
sion is strongly commended, and the amount remaining should be ample for that 
agency’s operations in 1959. In view of the reduction in projected workload 
relating to applications for employment, and the elimination of personnel advi- 
sory services to the President, adoption of the House action is urged. 


FEDERAL: POWER COMMISSION 
Saluries and expenses 

It is recommended that the appropriation for the Federal Power Commission 
be not more than the 1958 appropriation, which is $855,000 less than the amount 
requested in the 1959 budget. The proposed increase over 1958 involves primarily 
the addition of more than 100 in staff at an annual average salary of about $6,400. 
In addition, many of the items of cost obligation in the budget are well above the 
1958 appropriations. For example, staff travel is increased $100,000, printing is 
increased $21,000, and equipment purchase is increased $28,000. The workload 
factors do not appear to be increasing in proportion, and the proposed increased 
appropriation does not seem warranted. 


FEDERAL TRADE COMMISSION 
Salaries and erpenses 


The national chamber recommends that the fiscal 1959 budget of the Federal 
Trade Commission be reduced by $500,000—the reduction to come from funds for 
antimonopoly work. This reduction would bring FTC merger work expenditures 
back to a level more nearly proportional to the actual increased need for merger 
work since 1956. 

For fiscal 1957, the FTC budget was increased by $1,002,500 over the preceding 
year. This represented an increase of more than 20 percent. Almost $1 million 
of this sum went into antimonopoly work—specifically, for the purpose of inves- 
tigating and following up on mergers. In this 1 year, the antimonopoly budget 
was increased by about 50 percent. 

For fiscal 1958, an additional $75,000 was requested for antimonopoly work. 

In the budget request for fiscal 1959, request is made for an additional $42,250 
in antimonopoly funds. 

Thus, the 1959 request is $1,247,046 greater than the actual 1956 expenditures. 
This increase appears questionable for these reasons: 
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1. Merger activity in the United States economy, although increasing, is not 
increasing at a rate which justifies such large additional expenditures. Here 
are FTC merger figures for 1952-57: 1952, 822; 1953, 793; 7954, 617; 1955, 846; 
1956, 905 ; 1957, 950 (estimated). 

Even these figures do not represent actual mergers that have taken place. 
They include mergers that are being contemplated and have been reported in 
the press. The actual increase in mergers does not warrant an increase since 
1956 of about 60 percent in funds to police them. 

2. Merger activity is not out of line with previous experience. Mergers have 
always increased in frequency during periods of prosperity and fallen off in 
recessions and depressions. Merger activity today does not represent any kind 
of record high. 

3. Mergers, themselves, are not indicators of monopoly growth. A study by 
University of California Prof. J. Fred Weston of 74 large firms in those indus- 
tries which have relatively few companies, shows that the firms owed only 
about 20 percent of their growth to mergers. The remaining 80 percent came 
from successful operation with existing plant and staff. 

In addition, the chamber recommends that the appropriation language be 
revised to read as follows: 

“Salaries and expenses: For necessary expenses of the Federal Trade Com- 
mission, $5,525,000. Uniforms and allowances therefore are included in this 
figure. Not more than $700 is to be spent for newspapers and services authorized 
by section 15 of the act of August 2, 1946 (5 U.S.C. 55a). Not more than $260,000 
is to be spent on travel. No part of the foregoing appropriation shall be expended 
upon any investigation hereafter provided by concurrent resolution of the Con- 
gress until funds are appropriated subsequently to the enactment of such reso- 
lution to finance the cost of such investigation; neither shall any part of the 
foregoing appropriation be expended upon any economic study already in exist- 
ence, or being planned by any other agency of the Government.” 

In the main, this is a revision in phraseology for the purpose of clarity. How- 
ever, the concluding phrase beginning with “neither shall” is a recommended 
addition to the language. The purpose of this phrase is to guard against needless 
use of funds for the conduct of an economic study that would represent duplica- 
tion of effort. 

GENERAL SERVICES ADMINISTRATION 


Transportation and utilities activities 


For the fiscal year 1959 the General Services Administration again is seeking 
substantially increased appropriations for its wide-ranging “transportation and 
publie utilities activities.” It is claimed that these activities are “for improving 
management of transportation and public utilities in civilian agencies, protecting 
the Government’s interests in cases before regulatory bodies, and furnishing serv- 
ices to civilian agencies in these specialized fields.” 

Since 1955 these activities have expanded by more than 65 percent and it is 
stated that the “increase for 1959 will allow more adequate participation in rate 
negotiations and litigation, and some improvement in services to civilian agencies.” 

Similar increases are shown under the heading, “Public utilities manage- 
ment.” Here the projected increase for 1959 is 94 percent as compared with the 
actual amount for 1955. 

The total program of transportation and utilities activities of the General Serv- 
ices Administration has nearly doubled since 1955. Over this same period the 
total number of permanent positions has grown from 159 in 1955 to a proposed 
232 for the fiscal year 1959. 

Granting that the General Services Administration may properly be concerned 
to guard against discriminatory charges to the Government compared with those 
paid by other shippers, such efforts to protect the Government interest regarding 
fair relative charges do not account for the greatly expanded activities noted 
above. Instead, to an increasing extent, they have enroached upon the functions 
entrusted by law to authorized regulatory agencies for protecting the public in- 
terest and that of shippers generally in reasonable rates and charges for transpor- 
tation and utility services. Such encroachment and duplication, involving the 
determination of general levels of rates and of rate increases necessary to cover 
earrier costs, is wholly unnecessary and should be stopped. 

We submit that the legitimate activities of the General Services Administra- 
tion in this area do not require the very substantial increases in expenditures 
that have occurred and the still further increases projected for the fiscal year 
1959. Therefore, it is recommended that the appropriation for transportation 
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and utilities activities of the General Services Administration should, as a maxi- 
mum, be no greater than the amount actually expended in the fiscal year 1957. 
Considering the overreaching nature of the activities which were even then being 
conducted by the General Services Administration, such amount should be fully 
adequate to support its necessary and proper activities on behalf of the Govern- 
ment as a shipper. 


Defense-materials activities 


The national chamber agrees with the House action denying new stockpiling 
funds. As pointed out in the House Appropriations Committee report: 

“The $7,350 million worth of strategic and critical materials in Government 
inventories, plus production in the United States and readily accessible foreign 
areas, with a few relatively minor exceptions could easily support an expanded 
defense industry for several war years.” 

In addition, an unobligated balance of more than $76 million is estimated to 
be available at the end of this fiscal year for the purchase of strategic and 
critical materials, in fiscal year 1959. We strongly urge adoption of the House 
action on this measure. 


HOUSING AND HOME FINANCE AGENCY 


Urban planning grants 


The chamber opposes this estimate of $3.5 million in its entirety for the fol- 
lowing reasons: 

1. The President’s Joint Federal-State Action Committee in its first progress 
report noted the need and increasing ability and willingness on the parts of 
States to assume their obligations in assisting their communities in better 
planning. 

2. The program has failed to produce results that could not have been obtained 
through local effort or a combination of State and local endeavor. 

Public works planning 

The chamber recommends that this estimate of $8.5 million be denied for the 
following reasons: 

1. Funds are advanced to communities on an interest-free basis, thus allow- 
ing for no revenue to meet losses that will obviously be incurred in view of the 
latitude permitted communities to change their objectives. 

2. This lack of any interest payment creates an immediate loss to the Govern- 
ment since the Government must pay for the borrowing of these funds. 

3. Communities can change their minds as to how much or how little they 
intend to do, even after they have been advanced funds under this program. 
Such advances are then not repaid to the Government. 

4. Beyond these facts, the program represents a direct and unnecessary sub- 
sidy requiring the very minimum of local responsibility. 

Urban renewal 

The chamber wishes to make special mention of its endorsement of the Presi- 
dent’s expressed objective in returning much responsibility for the urban re- 
newal program to the States and communities. It is our recommendation the 
authorizations asked for by the President in his budget message be approved 
and the language of the appropriation be changed to allow Federal participation 
to be gradually reduced over a period of 5 years. 


INTERSTATE COMMERCE COM MISSION 
Salaries and expenses 

Ample justification is shown for the House action which will hold the funds 
for this agency at their present level in fiscal year 1959. The report of the 
House Appropriations Committee contains the following statement : 

“Appropriations for the ICC have increased substantially each year for several 
years and the effects of such increases should begin to be evidenced in increased 
efficiency and the decreasing need for increased appropriations.” 

This statement is a strong argument for adoption of the House action and it 
is urged that your subcommittee accept the amount approved by the House. 


RENEGOTIATION BOARD 


Salaries and expenses 


It is recommended that funds requested for the Renegotiation Board be denied 
in their entirety. Renegotiation is simply a tax without a rate. To avoid 
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renegotiation, contractors must keep their defense sales below $1 million and 
concentrate on standard commercial articles instead of on research and produc- 
tion of vitally needed defense material. 

Several years after the completion of a defense contract which has been 
negotiated to the satisfaction of trained military procurement personnel, the 
Board may reclaim what it deems to be “excess profits.” 

It is paradoxical that this act, intended to save the Government money, 
operates in exactly the opposite fashion. By driving the low-cost, low-price pro- 
ducer away from military procurement, renegotiation is actually costing the 
Government more money. To the extent that it has discouraged defense research, 
it has damaged the defense program. 


VETERANS’ ADMINISTRATION 






The proposals for reductions in the Veterans’ Administration budget requests 
are in the areas of life insurance and benefits for illness and for disability having 
no relation to military service. It is not intended that present compensation or 
medical benefits provided to veterans who suffered injury during military service 
and their dependents be in any way diminished. 

The recommendations for reductions in the veterans’ programs which follow 
were largely based on the findings of the President’s Commission on Veterans’ 
Pensions, commonly referred to as the Bradley Commission. This Commission, 
headed by former Veterans’ Administrator, Gen. Omar N. Bradley, was not con- 
cerned with economy alone. However, the prospect of ever-increasing veterans’ 
programs, mainly attributable to increased numbers of veterans receiving benefits 
which were in no way related to their military service, caused the Commission to 
recommend a new basis for the Federal Government's policy in this area. Ad- 
dressing itself directly to the problem of non-service-connected disability, the 
Commission stated: 

“Veterans have many other needs not connected with military service, which 
continue after they are through with readjustment—needs that are more or less 
common to all people. In the opinion of the Commission, veterans with no 
service-connected disability after readjustment should be considered to be in the 
same category as citizens who are not veterans.” 

With nearly half of the present national population composed of veterans and 
their families, all potential recipients of veterans’ benefits under current laws, 
the continuance of the present programs promises future expenditures far in 
excess of the $5 billion level now being experienced. Unless basie changes in 
policy are adopted, the growing costs of veterans’ benefits will require an in- 
creasingly greater share of the Nation's fiscal resources with attendant pres- 
sures operating against sound Federal budget practices. 

Veterans also pay taxes, and, as might be expected, apparently have a very 
fairminded approach to the whole problem of their receiving special treatment 
from the Federal Government. The tabulation which follows shows the results 
of a survey conducted among veterans to ascertain their attitudes toward veter- 
ans’ benefits. The survey was prepared for the National Civil Service League 
and forms the basis for a section of a staff report of the Bradley Commission. 
(House Committee Print No. 261, 84th Cong., 2d sess.) The survey discloses that 
only a relatively small percentage of veterans place pensions and nonservice-con- 
nected medical benefits in the desirable category. 

“Which of the benefits on this list do you think all veterans should receive?” 


Total number of veterans 

















€ . 
asian elma ... 2, 922 
















CRON “OCU ai as ses cet cm nik eho ee ee ee ee 100 
Free medical care for illness or injury connected with the service________ 86 
Getting back the jobs they held before going into service_________________ 84 
Low-cost loans for home building or buying___....______________________ 69 
BCHUCTINg RE GROVER ITIDINE CIO a ss aici ccc spree 66 
L-COE: GOVer ec Cer nn a i awa ee 60 
On-the-job training paid for by the Government______-----_____________ > 52 
Advantages over nonveterans in getting Government jobs_______________ 39 
Wiret chaide Tor lOWTeERE WHRTUMNGIIS. . A os en eee 26 
Free medical care for any illness or injury whatsoever__________________ 22 
Holding Government jobs while other people are being laid off from theirs_ 18 
PeneiOtey Ter ite. 2 oo Se oc ee nn ae eee 13 


None of them or no answer__ 
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General operating expenses 


The national chamber endorses the reduction approved by the House, and, in 
addition, would like to point out an additional area included in general operating 
expenses which could produce savings in 1959 amounting to $22,200,000. 

The reduction applies specifically to the administrative costs of the veterans’ 
life-insurance programs. These costs should be provided from premiums and 
other receipts. This action would carry out a recommendation of the second 
Hoover Commission and bring to an end the subsidy received by the policyholders 
who are receiving large dividends annually. The dividends to veteran’s life- 
insurance policyholders would still continue to be large after all costs of admin- 
istering the program were met, and a more true picture of the costs of the 
program would be presented. 

The question has been raised as to whether Congress has the constitutional 
authority to place the life-insurance program on a self-sustaining basis. It is our 
opinion that the absence of a definitive ruling on this point argues for the at- 
tempted remedy of this situation which is unfair to the general taxpayers of the 
country. By denying funds for administrative costs, the constitutional issue 
would then have to be resolved by authoritative ruling. Attached is a National 
Chamber of Cominerce staff analysis of the legal questions involved in making 
the insurance program self-sustaining. 


Inpatient care 


It is recommended that the budget estimates for inpatient care be reduced by 
$100 million. 

Veterans’ Administration hospitalization of veterans with no service-connected 
disabilities has resulted in extensive use of Federal Government facilities quite 
apart from the basic objective of caring for the service-disabled—the prime Govy- 
ernment obligation. This arises from the fact that veterans qualify for Gov- 
ernment hospitalization by simply making a statement that they are unable to 
pay the costs of private medical services required. The result is extensive and 
growing reliance upon this Federal benefit, which is an increasingly large Govern- 
ment expenditure. 

With the veteran population approaching one-eighth of the total national 
population, the potential growth in the cost of hospitalization for veterans hav- 
ing no service-connected disability is apparent. According to the latest informa- 
tion available, only one-third of the veterans who are receiving inpatient hos- 
pital care are veterans who are being treated for illness attributable to their 
military service. 

The national chamber urges a strengthening and enforcement of eligibility 
regulations as a first step in controlling the rising costs of hospitalization for 
veterans having no service-connected disabilities This should eliminate those 
eases in which indigency in its usual sense does not exist, and return the respon- 
sibility to individuals, private agencies, and local governments, where it belongs. 

There seems no sound reason that veterans, and all other taxpayers, should 
maintain a Federal facility for services having no connection with war service. 

Although it is not possible to compare the costs of services for those having 
no service-connected disabilities to the overall cost of inpatient care, it is believed 
that the adoption of more realistic regulations and enforcement practices could 
result in savings approximating $100 million in the first fiscal year. It is, 
therefore, recommended that the budget item of $707,100,000 be reduced to 
$607 ,100,000. 


Compensation and pensions 


The chamber is in accord with the reduction in “Compensation and pensions” 
approved by the House, but recognizes that it falls far short of reducing this 
item to a supportable level. As a consequence, Wwe recommend a further reduc- 
tion in this area. 

It is recommended that the budget estimates for “Compensation and pensions” 
be reduced by $1,141,652,800. This reduction would in no way affect the present 
compensation payments to veterans arising from service-incurred disability. It 
would relate solely to pension payments granted to veterans who have become 
disabled after they have left military service. It is in this area of veterans’ 
benefits that the Bradley Commission foresaw the greatest threats to the future 
national economy. The concept of veterans’ pensions had its origin in times 
which were far different from the present. Since the 1930’s, a new era of social 
welfare has begun, which has seen the development of a broad-scale system of 
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social security. In addition, public-assistance programs have been enlarged 
substantially, and have acquired an added element of respectability which they 
previously lacked. The many inequities discovered by the Bradley Commission 
provide strong arguments for the elimination of a separate program of economic 
protection for veterans with no service disability, as distinguished from that 
available to all citizens under the old age and survivors insurance program. 

I would appreciate it if you would make this letter a part of the record of 
hearings on the appropriation bill for independent offices. 

Cordially yours, 


CLARENCE R. MILEs. 


AN ANALYSIS BY THE STAFF OF THE CHAMBER OF COMMERCE OF THE UNITED 
STATES ON THE CONSTITUTIONALITY OF THE PROPOSAL TO MAKE THE VETERANS’ 
LIFE INSURANCE PROGRAM SELF-SUSTAINING 


THE ISSUE 


The administrative expenses of the veterans’ life-insurance program are paid 
by the Treasury out of general revenue. This arrangement is authorized by 
law, and it can be changed only by amending or repealing United States Code 
Annotated, title 38, section 806. 

Recommendation No. 40 of the Commission on Organization of the Executive 
Branch of Government (Hoover Commission) provides: “That the veterans life 
insurance program be reorganized on a self-sustaining basis, paying its own 
administrative expenses * * *,” 

The national chamber has supported this recommendation by actively urging 
the Committee on Veterans’ Affairs of the House of Representatives to approve 
implementing legislation. The chairman of the committee responded to the 
recommendation by questioning the validity of the proposed legislation on the 
ground that it would impair the contractual obligation which is a property 
right of the policyholders. 

The Federal budget for 1959 provides for administrative expenses of the 
veterans’ life-insurance program in a total amount of $22.2 million. The same 
budget indicates that the veterans’ life-insurance program will pay more than 
10 times this amount in dividends to policyholders during the year. 


QUESTION FOR INVESTIGATION 


The question to be decided is: Does the holder of a veteran’s life-insurance 
policy have a vested right in Federal payment of administrative expense of the 
program, the withdrawal of which would constitute a taking of property in 
violation of the fifth amendment of the Constitution? 


STAFF VIEWS SUPPORTING PROPOSED CHANGES 


The National Service Life Insurance Act of 1940, and amendments, made 
available to military and naval personnel, during periods of war service, a form 
of insurance on their lives that would in Some measure compensate for their 
inability to obtain commercial insurance. Under the plan, the insured service- 
man voluntarily purchases the contract and arranges to pay premiums. The 
Government collects premiums, invests the funds on hand, computes and sets 
aside reserves, declares and pays dividends, pays benefits on maturity, and per- 
forms the other functions usual in an insurance operation. (National Service 
Life Insurance Act of 1940, 38 U. S. C. A. 800 et seq.) 

The National Service Life Insurance Act provides for the national service life 
insurance fund, to be maintained in the Treasury, to which premiums paid on 
account of life insurance are credited. It further provides that the fund 
“shall be available for the payment of liabilities under such insurance, inciuding 
payment of dividends and refunds of unearned premiums. Payments from this 
fund shall be made upon and in accordance with awards made by the Admin- 
istrator” (sec. 805). 

The Administrator (Veterans’ Administration) is authorized to “set aside, 
out of such fund, such reserve amounts as may be required under accepted 
actuarial principles, to meet all liabilities under such insurance; * * *” (sec. 
805 (b)). 
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Here, the act recognizes the necessity to arrange for payment of initial admin- 
istrative costs, which could be financed only by Government—the fund having 
no capital or surplus structure, such as would be available in launching a private 
insurance plan. The act provides that the United States “shall bear the cost 
of administration in connection with this subchapter, including the expense for 
medical examinations, printing and binding, and for such other expenditures 
as are necessary in the discretion of the Administrator” (sec. 806). 

In order to protect the fund against the extra hazard of war, and to assure 
that the service personnel shall be charged only the premium necessary to cover 
the normal life hazard, the law provides for Government to bear the cost of 
excess mortality and waivers of premium arising out of deaths and disabilities 
attributable to the extra hazard of military and naval service (sec. 807). 

Pursuant to the National Service Life Insurance Act, the Federal budget for 
fiscal year 1959 estimates that the Veterans’ Administration will require $22.2 
million to pay the administrative expenses of the life-insurance program (1959 
Federal budget). 

The certificates and policies issued to applicants for national service life 
insurance were intended to settle any questions that might occur regarding the 
elements of the contract. Recognizing the contract as between citizen and sover- 
eign, the certificates (issued to armed services personnel upon application) 
provided : 

“Subject to the payment of the premium required, this insurance is granted 
under the authority of the National Service Life Insurance Act of 1940, and 
subject in all respects to the provisions of such act, of any amendments thereto, 
and of all regulations thereunder, now in force or hereafter adopted, all of which, 
together with the application for this insurance, and the terms and conditions 
published under authority of the act, shall constitute the contract.” 

The policies issued pursuant to the certificate, or in renewal thereof, provide: 

“This insurance is subject to and granted under the provisions of the National 
Service Life Insurance Act of 1940 and amendments or supplements thereto, 
and regulations promulgated pursuant thereto, and is subject to the provisions 
of this policy.” 

The policies contain the following, with reference to dividends: “This policy 
will participate in and receive such dividends from gains and savings of the 
National Service Life Insurance fund as may be determined by the administrator.” 
(See National Service Life Insurance certificates and policies. ) 

Authority to allocate and pay dividends is vested in the Administrator of 
Veterans’ Affairs, and neither the insurance policy nor the statute undertakes 
to set forth a formula to delimit the Administrator’s authority. This is not 
unlike the function of life-insurance management in apportioning dividends, 
avoiding unfair discrimination. 

Payment of administrative expenses for the fiscal year 1959 would require a 
reduction of about 10 percent in dividends. 

The courts have recognized veterans’ life insurance as a contractual relation- 
ship between the policyholders and the Federal Government (Lynch v. United 
States, 54 S. Ct., 840; 292 U. S., 571; 78 L. Ed., 1434). 

In the Lynch case, the Supreme Court noted that the contract was issued with 
the United States “bearing both the whole expense of administration and the 
excess mortality and disability cost resulting from the hazards of war.” It held 
that war-risk policies are property, creating vested rights; that the terms of the 
contract are found in the policies, the statutes, and the regulations promulgated 
under the statutes. A distinction is drawn between the life-insurance contract 
and Government benevolences of a noncontractual nature, such as veterans’ com- 
pensation, pensions, and the like. The issue did not require consideration of the 
administratives expenses of the fund; it arose from an attempt, by Congress, to 
withdraw basic rights—to repeal the law (act of March 20, 1933 (Economy Act), 
ch. 3, Stat. L. 9). 

Judicial interpretation of the legislation providing war-risk insurance reveals 
that the courts have had some difficulty in settling questions of relationship 
between the Government and the policyholders and beneficiaries. The concept 
of “bonus,” “pension,” “relief,” “gratuities,” etc., has appeared many times, and 
a review of the entire history suggests that the existence of a contract has not 
wholly negated these elements. An example is found in the New York case, In 
re McCormick’s Estate (8 N. Y.S.2d 179). There seems no sound reason that the 
arrangement may not partake of both contract and Government benevolence— 
keeping in view that it is between citizen and sovereign and, so, distinguishable 
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from wholly private contractual relationships. In this activity, for the benefit 
of members of the Armed Forces, Government acts in a sovereign capacity—not 
proprietary (United States v. Lewis, 202 F. 2d 102). 

The authorization to pay the administrative expenses out of general revenues 
is not an unusual way for Government to launch a new program; perhaps it was 
initially necessary. However, it does not necessarily follow that this arrange- 
ment was of such contractually binding character that policyholders could expect 
to receive a permanent subsidy, included in dividends. 

There was agreement to insure, for a given term, at a stated premium. There 
was no effort to compute the element of cost as a part of the premium, but the 
rate used seems to have been more than adequate. The peculiar problems in- 
volved in computing governmental costs doubtless prompted the authorization 
to pay expenses from general revenue, apart from any experience of the program. 
Government responsibility does not rest on actuarial computations; it must be 
met, though the fund might prove inadequate. 

Repeal of the authorization to pay administrative costs would not alter the 
Government obligation to provide the insurance, and, certainly, the occurrence 
of a deficiency in the fund would obligate the Congress to appropriate funds. 
This would be true, regardless of the cause of such deficiency—expenses, mor- 
tality, interest earnings, or any other. It seems erroneous to appraise the obliga- 
tion of the Government by the same standards that a profitmaking private service 
(proprietary) would apply. 

The full text of the National Service Life Insurance Act of 1940, as amended, 
shows an unmistakable intent of the Congress to create a fund to supply a 
facility for granting life-insurance contracts to personnel of the Armed Forces 
in time of war, and that it should be mutual in many respects, not including its 
management, which is by the sovereign. It provided for all elements of insurance 
except those distinctive features of an activity of Government. There were to be 
premiums, based upon the age of the insured, type of policy, ete.; amounts up to 
a maximum of $10,000 could be purchased ; investment of reserves was provided 
for ; the Administrator of Veterans’ Affairs was charged with the duties normally 
devolving on a board of directors of a private company; the duties of the Admin- 
istrator included setting aside the required reserves and declaring dividends; 
and there were other typically insurance provisions. 

There is recognition of the peculiar relationship in a contract between Govern- 
ment and a citizen. Each policy and certificate carefully preserves the efficacy of 
anticipated statutory amendments and administrative regulations. Had it been 
the intent of Congress to make the contract absolute, these qualifications would 
not have been inserted in the act and made a part of the policies. Contracting 
parties would hardly so provide, if the intent were to express an absolute right, 
not subject to later modification. 

The Lynch case, holding that veterans’ life-insurance policies are contracts, 
deals only with basic elements of the contract and the intent of the Congress in 
passing the Economy Act of 1933. Though it comments on the administra- 
tive expenses, and their payment by government, this was not at issue. Even 
there, the Court noted that the policies did not stand alone, but that they 
were to be construed along with the applicable statutes and regulations. 

In construing the statute and the policies issued to servicemen and veterans, 
the reference to amendments and regulations cannot be ignored. This is in antic- 
ipation that some future change in the relationship of the parties will occur 
and, obviously, it is a means of assuring the validity of future action, statutory 
or administrative. Insofar as amendments and regulations would have no effect 
on dividends or any other benefits flowing to the policyholder, there would 
be no need for enabling language to appear in the basic statute. If Congress 
did not intend to provide for future needs in the life-insurance program, these 
provisions have no purpose. It must be assumed, therefore, that these reserva- 
tions are a part of the contractual relationship. 

There is a clear right to dividends, but no guaranty of amount or the funds 
that shall compose them, other than that they shall consist of gains and 
savings * * * as may be determined by the Administrator. It seems logical 
that the Congress intended to provide a form of benevolence, to the extent of 
extraordinary benefits not essential to the contract. In other words, the 
intent was to bear the cost of launching the fund and writing the insurance 
policies. This would enable the Government to proceed, with its existing 
facilities, without waiting to organize a new agency. Doubtless, the Congress 
acted upon the statute with full awareness that it contained subsidies beyond 
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the usual provisions and benefits of insurance policies. The payment of ad- 
ministrative expenses was one of these benefits granted. 

Despite the accumulation of large gains and savings from interest earn- 
ings and mortality gains, it is insisted that dividends must include not only 
all of these, but that the gains and savings of the fund must be subsidized 
by the amount of the costs of administration. A construction of the contract, 
holding that this enrichment is a vested right, would seem to violate the reason- 
able purpose—to sustain the program out of tax funds, as necessary—and 
ignore the reserved powers of statutory and regulatory modification. Was not 
the dividend provision merely to assure that Government should not appro- 
priate as revenue the gains and savings? Woul da subsidy qualify as gains 
and savings? 

The fund now pays large dividends, but this cannot be expected to continue 
throughout the life of all contracts. If, in future years, the gains and savings 
of the fund become insufficient to pay the administrative expenses, or theoreti- 
cally, any other expenses, it would then become the duty of the Congress 
to appropriate an amount equal to the deficiency to assure that the insurance 
shall be provided at the premium originally contracted. If the Administrator 
has failed to reserve sufficiently for such an eventuality, there seems an obli- 
gation of government to subsidize the fund; provided there is no contravening 
of public interest that would warrant a declination to meet the deficiency. 
(See Massachusetts Mutual Life Insurance Company v. Securities and Exchange 
Commission, 151 F. 2d 424; certiorari denied, 66 S. Ct. 817; 327 U. S. 795; 90 
L. Ed., 1022.) This would be required to execute the contract, in no sense 
subsidizing dividends. 

Repeal or modification of section 806, title 38, United States Code Annotated, 
would not impair the right of the veteran to pay the agreed premium and 
continue in an insured status for the promised benefit. If a subsequent de- 
ficiency should develop in the fund, the obligation would rest upon Congress. 
but the right would remain. 

Seemingly, United States Code Annotated, section 806 of title 38, could be 
amended to read: “* * * shall bear the cost of administration in connection with 
this subchapter, including the expense for medical examinations, printing and 
binding, and for such other expenditures and costs as are necessary in the discre- 
tion of the Administrator: Provided, That such expenses and costs shall be paid 
from the fund to extent that it is adequate.” 

This would be accomplished by a bill amending only one section of the National 
Service Life Insurance Act of 1940. 


COMMUNICATIONS 


(The following communications were received subsequent to the 
close of the hearing:) 


SEATTLE, WasuH., May 19, 1968. 
Hon. WARREN G. MAGNUSON, 


United States Senate, Senate Office Building, Washington, D. C.: 


Will you please urge members of the Senate Appropriations Subcommittee to 
strike out the Thomas amendment from the independent appropriations bill. 
We believe this amendment is unecessary and unduly restrictive. It would result 
in freezing all retirement legislation in the future. 

GLEN W. PETERSON, 
President, Seattle Branch, National Postal Transport Association. 


Wasnincton, D. C., May 20, 1958. 
Senator WarREN G. MaaGnuson, 
Chairman, Senate Subcommittee on Appropriations, 
Senate Building, Washington, D. C.: 


We believe that the section of the independent offices appropriation bill which 
requires that the civil service retirement and disability fund have sufficient 
appropriations made to such fund to prevent an immediate increase in the un- 
funded accrued liability fund before any liberalizing amendment to the act could 
become operative is unnecessary and would result in freezing all retirement 
legislation in the future. We believe the actuarial estimates of cost are entirely 
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too high: an appropriation of $893 million would be required before the annuity 
increase recently passed by the Senate would become operative. We hope your 
committee will remove that section from the bill. 
J. Ciurnz House, 
President, National Federation of Post. Office Clerks. 
E. C. Hau.Becx, 
Legislative Director, National Federation of Post Office Clerks. 


ALDERWOOD Manor, Wasu., May 19, 1988. 
SENATOR WARREN M. MaaGnuson, 
Senate Office Building, 
Washington, D. C. 


HONORABLE Sir: We, the members of the Retired Letter Carriers Club of 
Seattle, Wash., are very much disturbed over an amendment found on page 4, 
line 12, in connection with the civil-service retirement and disability fund. 

This amendment provides: ‘‘that no part of the moneys now or hereafter 
appropriated for the Civil Service Retirement and Disability Fund, shall be 
applied toward the payment of any increase in annuity benefits under the Act 
approved May 1920,” ete. 

The members of the Retired Letter Carriers Club, Seattle, Wash., are vigorously 
opposed to this amendment, placed in the appropriation bill for civil-service 
retirement and disability fund, by the House committee. 

1. This section would have the effect of making future amendments to the 
retirement law most difficult, if not impossible. 

2. This section is apparently based on the false assumption that the law requires 
the civil-service retirement fund to be on an actuarially fully funded basis. 
There is no provision in the law that requires it to be such. 

3. The fund is fully protected, partly by the interest earned from investment 
of surplus moneys of the fund in United States Treasury bonds. 

We, most respectfully request that you use your good offices to have the above 
House amendment to the civil-service retirement and disability fund, stricken 
from the bill. 

Very respectfully, 
Wan. E. LamsBir, 
Chairman, Legislative Committee, Retired Letter Carriers Club of Seattle, 
Wash. 


CoraLt GABLES, Fua., May 21, 1958. 
Hon. WARREN MAGNUSON, 
Chairman, House Subcommittee on Appropriations, United States Congress- 
man from Washington State, Washington, D. C. 

On behalf of the forty-odd thousand members of the United Daughters of the 
Confederacy in 36 States, I urge your support for the restoration of $60,000 item 
in the budget request of the National Archives and Records Service for the 
microfilming of Confederate records in the National Archives. 

Mrs. Murray Forses WIrrTIcHEN, 
President General, United Daughters of Confederacy. 


NATIONAL SCIENCE FOUNDATION 


OPTICAL ASTRONOMY OBSERVATORY 
May 15, 1958. 

Memorandum 
To: Mr. Ear! Cooper, Senate Appropriations Committee. 
From: F. C, Sheppard, Comptroller, National Science Foundation. 
Background information on the road for Kitt Peak, Ariz. 

This is in response to your request of yesterday for a memorandum summariz- 
ing the situation in connection with the construction of a proposed road to pro- 


vide publie access to the optical astronomy observatory to be constructed at 
Kitt Peak, Ariz. 
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Information relating to the road Senator Hayden is interested in supporting.— 
Kitt Peak is a rugged peak in the Quinlan Mountains. It is located on the 
Papago Indian Reservation about 50 miles southwest of Tucson, Ariz. The 
peak is at an elevation of 6,875 feet with a comparatively flat area of 70 acres 
on the summit. 

It is my understanding that the road Senator Hayden has been requested by 
the citizens of Arizona to support, would be approximately 12 miles in length, 
beginning at State Highway 86 and extending to the summit of the peak. About 
2% miles of the road would be across comparatively level ground with the 
remainder being carved out of the mountain. All of the road would be on the 
Papago Indian Reservation. 

As the result of a request from Senator Hayden, the Pima County Board of 
Supervisors is presently developing an estimate of the cost of construction of the 
road. They have just today informed Dr. A. B. Meinel, director of the observ- 
atory, that their preliminary estimate is $1,320,000. It is my understanding 
that the county has also agreed to assume maintenance responsibility upon 
completion of the road. 

The citizens of Arizona have an intensive interest in the road, of course, because 
of the public interest in the observatory and the value of the observatory as an 
educational and tourist attraction. Although the Foundation has not requested 
funds for a road of this type it would be of material value to the observatory. 
As stated in the succeeding section, the road would undoubtedly reduce the cost 
of construction of the observatory. Also the major portion of the observatory 
staff will be required to live in Tucson and an improved road would be of con- 
siderable benefit to them and to the operation of the observatory. 

Background and status of the existing road.—The Foundation’s fiscal year 1958 
budget contained an estimate of $3,100,000 for the construction of the observa- 
tory of which $190,000 was estimated for the construction of secondary and on- 
site roads. At the time of submission of the estimate the site for the observatory 
had not been established and the requirement for roads was, therefore, not defi- 
nitely known. 

A very primitive road has been constructed up the mountain from the funds 
Sopeoer eet The road is dangerous and completely unsuitable for use by the 
public. It was hoped that it would be suitable for construction purposes and 
the use of the observatory staff. However, in discussing the situation yesterday 
with Dr. Meinel, he advised me that contractors who have been looking over the 
site say that the road is extremely hazardous and that their subcontractors will 
undoubtedly increase their cost estimates because of the road. 

Of the $3,100,000 appropriated for the construction of the observatory, $60,000 
has been earmarked for the construction of the present road. It has been impos- 
sible to make more than this amount available because of increased costs in 
connection with the construction of the observatory. Of this amount $15,000 
has been spent for the construction of the present primitive road and the balance 
will be used for improvement of the road, if the public road now under considera- 
tion is not constructed, and for construction of the necessary roads on the site. 

Inclusion of funds for construction of the road in the independent offices appro- 
priation bill for fiscal year 1959.—The Foundation would prefer not to have funds 
appropriated to it for construction of the road since road construction is definitely 
not a part of our mission. Knowing Senator Hayden’s interest in the road, 
however, the Foundation would have no objection to the funds being included 
in its appropriation for 1959 provided that the funds cannot be attached to a 
more appropriate bill and further provided that the independent offices bill 
clearly states that the funds are appropriated to the Foundation for transfer to 
either the Bureau of Public Roads or the Bureau of Indian Affairs as appropriate 
for the construction of the road. It is my understanding that the local citizens 
are of the opinion that it would be more appropriate to have the road constructed 
by the Bureau of Public Roads. 

The road if constructed in the next 12 months would be in time for use in the 
construction of the observatory. Final surfacing of the road would, of course, 
not be required prior to completion of the heavy construction. 

Dr. Meinel has promised to furnish us with a map showing the proposed location 
of the road as you requested. 

If I can be of any further assistance to you, please let me know. 
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COMPARISON BETWEEN PALOMAR AND KITT PEAK 


The Mount Wilson and Palomar Observatories in California are the United 
States observatories most comparable to the optical astronomy observatory and 
solar telescope proposed for establishment at Kitt Peak, Ariz. Although located 
at different sites the two California observatories operate under one Director and 
carry on research related to both the stars and the sun. The Kitt Peak location 
will permit carrying on stellar and solar research at the one site. 

The solar telescope proposed for Kitt Peak would have a 60-inch objective 
mirror and would produce an image of the sun twice the size of that possible with 
the 20-inch solar telescope located at Mount Wilson. It would also have other 
decided advantages over the existing solar telescopes. For example, the Mount 
Wilson telescope was built in 1911 and is, therefore, rather antiquated as the re- 
sult of advances in instrumentation since that time. 

One of the greatest problems confronting astronomers is the turbulence of the 
atmosphere and the resulting distortion of images. Kitt Peak represents an 
almost ideal site from the standpoint of minimum atmospheric turbulence. It is 
essentially a pyramid rising rather sharply to an elevation of 6,875 feet, and is 
completely surrounded by desert. The air flowing around the observatory is, 
therefore, relatively undisturbed in that it is above much of the customary atmos- 
pherie disturbances and has not been preheated by flowing over irregular land 
masses at low elevations before arriving at the telescope. The moisture content 
of the air is also at a minimum which is a significant factor in securing observing 
conditions of maximum atmospheric transparency. The number of days lost for 
observing purposes because of cloud coverage is at a minimum at Kitt Peak. 
For example, surveys indicate that there will be an average of 250 clear days a 
year at Kitt Peak as compared to 100 days at the Mc Math-Hulbert Observatory 
in Michigan. 

The Mount Wilson and Palomar Observatories were constructed on mountain 
sites that compare roughly with the Kitt Peak site. A road of approximately 10 
miles in length was constructed to the Palomar site at a cost of $1,500,000. The 
road was built by the county as was the road to the Mount Wilson site. 

The California observatories have become such a center of attraction that they 
have almost a quarter of a million visitors from the general public each year. 


DEPARTMENT OF COMMERCE, 
BureEAv oF Pusiic Roaps, 
Washington, D. C., May 20, 1958. 
Mr. Earut W. Cooper, 
Member of Professional Staff, Senate Appropriations Committee, 
Capitol Building, Washington, D. C. 


Dear Mr. Cooper: This will confirm the estimate of cost of constructing a 
road up Kitt Peak in Arizona to an observatory being established by the National 
Science Foundation. 

Our estimate is an approximation of the cost, since we do not have any surveys 
on which to make a firm estimate. It would require 3 or 4 weeks to make a recon- 
naissance survey in sufficient detail to prepare a firm estimate for the cost of this 
highway. This preliminary estimate of costs was prepared by our division engi- 
neer in Arizona and is based upon costs of similar highway construction under the 
same conditions as the mountainous terrain of Kitt Peak. 

The estimate is as follows: 


Plans and surveys _--_- $70, 000 


3 miles of construction, at $50,000. pe 3o.3 wea 150, 000 
10 miles of construction, at $150,000. ____ _. 1,500, 000 


Subtotal yaa. pet se _... 1, 720, 000 
Plus 10 percent construction engineering and contingencies - - - - s 170, 000 


Total __ _. 1, 890, 000 


The above estimate would provide for a 26-foot roadway of asphalt surfacing, 
average 6 percent grade, with a maximum of 7 percent, and minimum 18 degree 
curvature, for an anticipated traffic count of 300 cars per day. 

Sincerely yours, 
J. C. ALLEN, 
Assistant Commissioner for Administration. 
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UNITED States SENATE, 
COMMITTEE ON RULES AND ADMINISTRATION, 
May 20, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Individual Agencies, 
Appropriations Commiilec, Senate Office Building, 
Washington, D. C. 

Dear Mr. CuarrMan: My attention has been directed to the fact that your 
subcommittee has just concluded hearings on the appropriations for fiseal year 
1959 for the Housing and Home Finance Agency. The Commonwealth of 
Kentucky has a large number of communities of under 25,000 population that 
are extremely interested in securing Federal assistance in planning their economic 
growth and development. Section 701 funds, as I understand it, are used for that 
purpose, on a matching basis. I understand that the House Appropriations 
Committee has reduced by $500,000 the request of the Housing and Home 
Finance Ageney, which was a total $3.5 million, or the same amount requested 
for fiscal year 1958. 

Information has come to my attention that the backlog of applications cur- 
rently pending before the Housing and Home Finance Agency is such that more 
than one-third of the funds recommended for next fiscal year would be needed 
to accommodate the applications that as of now are actively before the agency. 
Enclosed is a copy of a memorandum summarizing the current situation with 
respect to applications for funds available and the rate at which they are being 
forwarded to the Housing and Home Finance Agency. If this has not come to 
their attention previously, I think this would merit the consideration of the 
subcommittee. 

I ean personally assure you that Kentucky’s small cities with less than 25,000 
population need assistance in their efforts to provide for their overall planning 
and development. One of the Kentucky cities whose application is among 
those now pending before the Housing and Home Finance Agency is my home 
town of Somerset. I know how necessary it is that its application be acted upon 
favorably. 

I am sure that you have heard considerable testimony on the point, but I want 
to urge you to recommend adequate funds to make this program operate effec- 
tively. It is difficult for me to place any dollar value on the recommendations 
you should make, but I feel certain that, in view of the need to stimulate the con- 
struction industry and other industries at this time, that certainly the Congress 
should appropriate as much money this year for this program as it did in fiscal 
year 1958. It would seem to me that perhaps it would be desirable to increase 
the amount recommended for 1959 in view of the current economic situation. 

I will certainly appreciate your consideration of this request, and I hope that 
you will advise me of the action taken by you. 

With kind regards, I am, 

Sincerely, 


JOHN SHERMAN COOPER. 


May 19, 1958. 
To All ASPDA Agencies: 


SUPPORT 701 NOW! 


Please express to each member of your congressional delegation your interest 
in adequate continuation of work under section 701 of the Housing Act of 1954 
as amended. Do it now! 

Here is the present situation. 

As of December 16, 1957, all available appropriated funds had been committed. 
Nothing was left for grants of matching funds. 

Sinee December 17 a backlog of $1.5 million in applications have been filed 
and they are coming in at the rate of $350,000, per month. Estimated backlog 
for June 30, 1958, is $2.25 million. Expect requests of $4.5 million from 30 
States in fiscal 1959. 

Where do we stand on appropriations? 

1. President requested $3.5 million appropriation for fiscal 1959. 
2. House Committee has cut to $3 million. 
3. Senate Committee now considering the matter. 
What congressional action is needed? 
1. House cut should be restored. 
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2. House and Senate should be encouraged to appropriate remainder of 
original authorization—latitude exists for about $4.25 million. 
3. This Congress should authorize future appropriations so new Congress 
would have latitude to act. 
What will happen otherwise? 
1. A number of States lately filing their first applications may have no 
help on their local planning programs. 
2. States already in business face cutoff of future funds, or proration, at 
best. 
3. Staffs will be dispersed and difficult to reassemble even if funds are 
appropriated. 

Nore.—This is written in Washington as a result of the ASPDA action in Des 
Moines making me chairmen of a committee on this subject. 

It is my opinion that even if your major preoccupation is not with local plan- 
ning, you'd better get with this, now, for yvou’re going to have a tough job in the 
future when you try to locate a plant in a town that’s in lousy shape because it 
didn’t have planning. Industry doesn’t have to locate in a lousy town. 

ASPDA saved 701 from extinction in the course of enactment in 1954. ASPDA 
can secure its continuation now if we all get with it. 

What other Federal program has such far-reaching effect per dollar of appro- 
priation? 

Haroup V. MILLER, 
Chairman, 701 Legislative Committee. 


May 21, 1958. 
Hon. WarrREN G. MaGNuson, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill for 1959, United States Senate, Washington, D. C. 

My Dear Senator Maanuson: H. R. 6908 was passed by the House of Repre- 
sentatives on August 29, 1957, and by the Senate with amendments on May 14, 
1958. It is now pending House concurrence with minor Senate amendments. 
Among other things, the bill authorizes continuation, with modifications of 
arrangements between the United States Government and the Government of the 
Philippines for inpatient care and treatment of Commonwealth Army veterans. 

H. R. 11574, independent offices appropriation bill for 1959, includes an appro- 
priation item for ‘‘Grants to the Republic of the Philippines.” Since H. R. 6908, 
if finally enacted, will repeal the existing law governing grants for this purpose, 
it is not entirely clear that the appropriation contained in H. R. 11574 will be 
available to carry out the comparable provisions of H. R. 6908 concerning pay- 
ments to the Republie of the Philippines for the hospital care of this group. 

It is requested, therefore, that the appropriation language, page 29, line 4, 
following the comma, in H. R. 11574, be amended by inserting “or in accordance 
with part D of title V of the Veteran’s Benefits Act of 1957 if H. R. 6908, 85th 
Congress, is enacted,”’ so that there will be no question about the use of this 
appropriation for the purposes of the pertinent provisions of H. R. 6908. 

In the event H. R. 6908 is enacted prior to the time of Senate action on the 
independent offices appropriation bill, it would be proper to delete the reference 
in H. R. 11574 to “the Act of July 1, 1948, as amended (50 U. S. C. App. 1991- 
1996)” and substitute “part D of title V of the Veterans’ Benefits Act of 1957” 
in view of the fact that enactment of H. R. 6908 will supersede the 1948 act, as 
amended. 


Sincerely yours, : 
SuMNER G. WuirttieR, Administrator. 
(Thereupon, at 4:50 p. m., Thursday, May 15, 1958, the subeommit- 
tee was recessed. ) 
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